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JOSEPH M. DAAVETTILA, P.C.
Certified Public Accountant

417 Shelden Avenue, P.O. Box 488
Houghton, Michigan 49931

Octcber 3, 2006

To the Village Council
Village of Baraga, Michigan

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, the discretely presented component unit,
and each fund of the Village of Baraga, Michigan as of and for the year ended
February 28, 2006, which collectively comprise the Village of Baraga's basic
financial statements as listed in the table of contents. These financial statements
are the responsibility of the Village of Baraga's management. Qur responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards reguire that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable kasis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities,
the business-type activities, the discretely presented component unit, and each fund
of the Village of Baraga, Michigan as of February 28, 2006, and the respective
changes in financial position and cash flows, where applicable, thereof for the year
then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated October 3, 2006, on our consideration of the Village of Baraga, Michigan's
internal control over financial reporting and our tests of its compliance with
certaln provisions of laws, regulations, contracts and grants. That report is an
integral part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this report in considering the results of our
audit.

The management's discussion and analysis and budgetary comparison information on
pages 3 though 9 and 49 through 56 are not a required part of the basic financial
statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inguiries of management regarding the
methods of measurement and presentation of the supplementary information. However,
we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise the Village of Baraga, Michigan's basic
financial statements. The other supplementary information is presented for purposes
of additional analysis and ig not a reguired part of the basic financial statements.
The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by the U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements

of the Village of Baraga, Michigan. The other supplementary information and the
schedule of expenditures of federal awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements, and in our
opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

MWM e

Certified Public Accountant



VILLAGE OF BARAGA, MICHIGAN
MANAGEMENT'S DISCUSSION AND ANALYSIS
{(Unaudited)
For the year ended February 28, 2006

The following discussion and analysis of the Village of Baraga's financial
performance provides an overview of the Village's financial activities for the
fiscal year ended February 28, 2006. Please read it in conjunction with the
Village's financial statements, which begin on page 11.

FINANCIAL HIGHLIGHTS

The Village's net assets remained virtually unchanged as a result of this year’s
operations. While net assets of our business-type activities decreased by $45,012,
or .6 percent, net assets of our government activities increased by $54,475, or

1.7 percent. OQverall, the Village budgets are in adeguate shape.

The Village's General fund continues to be supplemented by a significant transfer of
$444,000 from the Electric Fund.

The Village's General Fund increased fund equity $66,617 even while taking $64,800
less in budgeted transfers from the Electric Fund.

The Major Street Fund increased its balance by $8,652 while the Local Street
increased $5,663 balance.

The Water Fund net assets decreased by $239,876, though much of it through
depreciation. The Water Fund cash balance decreased by $36,097 this yvear, but
its important to note that the Village paid $24,782 intc bond reserve accounts
that can cnly be used by the Water Fund but are not included in the cash balance.
Also, the Water Fund conducted major water main and service line improvements
not initially planned for this year due to the potential long term savings of
replacing these lines at the same time as the Wastewater Project occurred in the
sumnmer of 2005,

The Electric Fund still continues to stay profitable with an increase in $178,374 in
its cash balance despite the heavy transfers to other funds.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement

of Net Assets and the Statement of Activities on pages 11 and 12 provide information
about the activities of the Village as a whole and present a longer-term view of the
Village's finances. Fund financial statements start on page 13. For governmental
activities, these statements tell how these services were financed in the short term
as well as what remains for future spending. Fund financial statements also report
the Village's operations in more detail than the government-wide statements by
providing information abcut the Village's individual funds.

Reporting the Village as a Whole

Qur analysis of the Village as a whole beging on page 5 . One of the most important
questions asked about the Village's finances isg, "Is the Village as a whole better
off or worse off as a result of the year's activities?" The Statement of Net Assets
and the Statement of Activities report information about the Village as a whole and
about its activities in a way that helps answer this question. These statements
include all assets and liabilities ugsing the accrual basis of acccounting, which is
similar to the accounting used by most private-gsector companies. 2ll of the current
year's revenues and expenses are taken into account regardless of when cash is
received or paid.

These two statements report the Village's net asgsets and changeg to them. You can
think of the Village's net assets - the difference between assets and liabilities -
as one way to measure the Village's financial health, or financial pcsition. Over
time, increases or decreases in the Village's net assets are one indicator of

-3-



MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

whether its financial health is improving or detericrating. You will need to
consider other nonfinancial factors, however, such as changes in the Village's
property tax base and the condition of the Village's roads, to assess the overall
health of the Vvillage.

Governmental activities - Most of the Village's basic services are reported
here, including the police, fire, public works, park departments, and general
administration. Property taxXes, state revenue sharing, transfers from other
funds, and state and federal grants finance most of these activities.

Business-type activities - The Village charges a fee to customers to help it
cover all or most of the cost of certain services it provides. The Village's
water, sewer, and electric departments are reported here.

Component units - The Village includes the Village of Baraga Downtown
Development Authority in its report - although legally separate, this
"component unit" is important because the Village is financially accountable
for it,

Reporting the Village's Most Significant Funds

The analysis of the Village's funds begins on page 7. The fund financial statements
begin on page 13 and provide detailed information about the most significant funds -
not the village as a whole. Some funds are required tc be established by State law,
and by bond covenants. However, the Village Council establishes many other funds

to help it control and manage money for particular purposes (like the Waterfront
Fund) or to show that it is meeting legal responsibilities for using certain taxes,
grants, and other money. The Village’'s two kinds of funds - governmental and
proprietary - use different accounting approaches.

Governmental Funds - Most of the Village's basic services are reported in
governmental funds, which focus on how money flows into and out of those funds
and the balances left at year-end that are available for spending. These

funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily
be converted into cash. The governmental fund statements provide a detailed
short-term view of the Village's general government operations and the basic
services it provides. Governmental fund information helps you to determine
whether there are more or fewer financial resources that can be spent in the
near future to finance the Village's programs. We describe the relationship
{or differences) between governmental activities (reported in the Statement

of Net Assets and the Statement of Activities) and governmental funds in a
reconciliation at the bottom of the fund financial statements.

Proprietary Funds - When the Village charges customers for the services it
provides - whether to outside customers or to other units of the Village -

thegse services are generally reported in proprietary funds. Proprietary funds
are reported in the same way that all activities are reported in the Statement
of Net Assets and the Statement of Activities. In fact, the Village's enterprise
funds (a component of proprietary funds) are the same as the business-type
activities we report in the government-wide statements but provide more detail
and additional informaticn, such as cash flows, for proprietary funds. We use
internal service funds (the other component of proprietary funds) to report
activities that provide suppliesg and services for the Village's other programs
and activities - such as the Village's Motor Vehicle Fund.

The Village as Trustee

Many communities may serve as a trustee, or fiduciary, for its employees' pension
plan. In these communities, the government may hold funds in trust that can only be
used for trust beneficiaries. The Village of Baraga does not maintain any fiduciary
funds - our employees' pension plan system is managed by the Michigan Employees'
Retirement System.

O



MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

The Village as a Whole
The analysis below focuses on the net assets (Table 1) and changes in net assets
(Table 2) of the Village's governmental and business-type activities.

Table 1
Village of Baraga's Net Asset
February 28, 2006

Governmental Business-Type
Activities Activities
2006 2005 2006 2005
Current and other assets $ 1,646,151 81,507,070 $ 7,023,692 $3,912,733
Capital assets 1,904,960 2,029,567 5,583,656 5,810,207
Total assets § 3,551,111 $3,536,637 $12,607,348 $9,722,940
Long-term liabilities $ 155,950 § 218,187 $ 4,564,000 $1,843,500
Other liabilities 54 827 72,691 401,953 133,033
Total liabilities S 250,777 § 290,878 $ 4,965,953 $2,036,533
Net assets:
Invested in capital assets,
net of related debt $ 1,691,462 $1,764,143 $ 3,740,156 $3,928,207
Restricted - - 139,163 189,855
Unrestricted 1,608,872 1,481,616 3,762,076 $3,568,345
Total net assets $ 3,300,334 83,245,759 S 7,641,395 57,686,407

Overall, the Village increased Net Assets by $9,563, or .09 percent. The Village
showed an increase in Net Assets of Governmental Activitieg by $54,575, or 1.7
percent, but a decrease in Business-type activities by $45,012, or .6 percent.

Undoubtedly, the biggest change in Net Assets for the Village lies in the
approximate $3.3 million Joint Wastewater Improvement project the Village
substantially completed in the summer of 2005. The project included expansion

of the existing lagoon system, upgrading of the main 1ift station, and the re-
placement of roughly 9,000 linear feet of wastewater line. The village received

a grant from the Michigan Economic Development Corporation’s Community Development
Block Grant program for $150,000, and issued a revenue bond for $2,890,000 to
finance the project. The Village will also receive a grant from Indian Health
Services for $279,500 in the year ended February 28, 2007,



Total Primary
Government
2006 2005

$ 8,669,843 $ 5,419,803
7,488,616 7,839,774

$16,158,45% $13,25%,577

$ 4,719,950 $ 2,061,687
496,780 265,724

$ 5,216,730 $ 2,327,411

$ 5,431,618 $ 5,692,350
139,163 189,855
5,370,948 5,049,961

$10,941,729 $10,932 166



MANAGEMENT 'S DISCUSSION AND ANALYSIS

Revenues:

Program revenues:
Charges for services
Operating grants and

contributions
Capital grants and
contributions

General revenues:
Property taxes
Investment earnings (loss)
Gain on sale cof assets
Miscellaneous

Total revenues

Expenses:

General government
Public safety

Public works

Health and welfare
Community and econcmic
development
Recreation and culture
Interest on long-term debt
Water

Sewer

Electric

Total expenses

Increase (decrease) in net
assets before transfers
Transfers

Increase (decrease) in
net assets

Net assets-beginning
of year

Net assets-end of vyear

(CONTINUED)

Table 2
Village of Baraga's Changes in Net Assets
February 28, 2006

Governmental Business-Type
Activities Activities

2006 2005 2006 2005

3 26,769 $ 30,979 $ 2,193,338 $2,036,163
607,819 603,880 - -

- - 150,000 204,299
163,934 147,294 - -

54,609 42,112 | 41,225) ¢ 50,083)
- 8,125 - -
16,198 24,743 - -

S 869,329 $ 857,133 $ 2,302,113 52,190,379
$ 629,055 § 548,755 § - $ -
172,480 194,389 - -
386,140 412,852 - -
20,303 18,196 - -
2,135 2,286 - -
30,819 41,173 - -
9,293 12,753 - -

- - 685,262 550,666

- - 152,191 127,179

- - 1,083,093 1,111,130

§ 1,250,225 $1,230,404 S 1,920,546 $£1,788,975

($ 380,896) (§ 373,271) § 381,567 § 401,404

435,471 396,971 | 426 ,579) ( 363,789)

s 54,575 s 23,700 (s 45,012) s 37,615

3,245,759 §3,222,059 7,686,407 7,648,792

$ 3,300,334 $3,245,75% $ 7,641,395 $7,686,407




Total Primary
Government
2006 2005

$ 2,220,107 $ 2,067,142

607,819 603,880
150,000 204,299
163,934 147,294
13,384 7,571)
- 8,125
16,198 24,743

$ 3,171,442 $ 3,047,512

$ 629,055 $ 548,755

172,480 194,389
386,140 412,852
20,303 18,196
2,135 2,286
30,819 41,173
9,293 12,753
685,262 550,666
152,121 127,179
1,083,053 1,111,130

8 3,170,771 $ 3,019,379

5 671 $ 28,133
8,892 33,182

8 9,563 $ 61,315
10,932,166 10,870,851

510,941,729 $10,932,166




MANAGEMENT'S DISCUSSICN AND ANALYSIS (CONTINUED)

Governmental Activities

Very little change occurred in the Net Assets of Government Activities. Before
transfers, revenues increased 1.4% while expenses increased 1.6%. After transfers,
Net Assets increased $54,57%, or 1.7%. Governmental Activities basically stayed
the course.

Business-type Activities (Water, Sewer, and Electric)

Overall this year, there was a net income from Business-type Activities of $381,567
{(before transfers), with most of the increase coming from the Electric Fund. The
Village Electric Fund earned $571,223 in operating income, and transferred $444,000
to the General Fund. The Sewer Fund held its own this year with a small gperating
loss of $1,783, but an overall increase in net assets of $43,789. The Water PFund,
however, decreased net assets by $239,876, much of it due to depreciaticn. The
Water Fund cash balance also decreased by $36,079 but it’s impcrtant tc note that
the village paid $24,782 intc bond reserve accounts that can only be used by the
Water Fund but are not included in the cash balance. Alsc, the Water Fund conducted
major water main and service line improvements nct initially planned for this year
due to the potential long term savings of replacing these lines at the same time as
the Joint Wastewater Project occurring in the summer of 2005. While these
improvements cost approximately $11,000 now, it was cheaper to de it now then
replacing the lines in the next several years.

The Village Funds

The following schedule presents a summary of general, special revenue, capital
projects, and debt service fund revenues and expenditures for the fiscal year
ending February 28, 2006 and the amcunt of increases and decreases in relaticon to
the prior year.

Table 3
Village of Baraga’'s General, Special Revenue, and Debt Service
Revenues and Expenditures
February 28, 2006

Increase
2006 2005 {Decrease)

Revenues:

Taxes S 170,291 S 168,460 $ 1,831
Intergovernmental revenues 260,970 309,938 { 48, 968)
Charges for services 9,866 9,466 400
Interest and rents 54,609 42,112 12,497
Other revenue 430,429 400,838 25,591
Total revenues $ 926,165 3 930,814 (5 8,649)
Expenditures:

General governmental

administration s €41, 054 s 588,117 $ 52,937
Public safety 180,084 152,820 { 12,736}
Publi¢ works 238,169 230,356 { 52,187}
Health and welfare 20,303 18,196 2,107
Community and econ,

development 232,135 36,286 195,849
Recreation and culture 30,582 42,239 { 11,657)
Debt service 57,549 57,549 -
Total expenditures £ 1,399,876 1,225,563 S 174,313




MANAGEMENT'S DISCUSSICN AND ANALYSIS (CONTINUED)

Tax revenues stayed about the same as last year due to another year of not
increasing taxes. Intergovernmental revenues decreased from last year mainly due

to the decrease in revenue sharing from the state. Finally, the major difference in
expenditures from last year in the Community and Eccnomic Development section is the
$180,000 Revolving Loan Fund loan granted to the Keweenaw Bay Motel Developers (Best
Western Lakeside) for the hotel expansion completed in 2005.

General Fund Budgetary Highlights

While the General Fund continues to be heavily funded from the Electric Fund, the
General Fund equity did increase $66,617 without receiving an additiomal $64,800
budgeted from the Electric Fund. There were no extracrdinary deviations from the
budget, and the fund is in overall adeguate shape.

Capital Asset and Debt Administration

Capital Assets - On February 28, 2006, the Village had $7,488,616 invested in
capital assets including police and fire equipment, buildings, park facilities,
roads, and water. The decrease in Capital Assets is due to depreciation.

Table 4
Capital Assets at Year-end
Net of Accumulated Depreciation
February 28, 2006

Governmental Business-Type

Activities Activities Total

2006 2005 2006 2005 2006 2005
Land $ 121,651 $ 121,651 3 - 5 - $ 121,651 $ 121,651
Buildings 601,373 618,649 - - 601,373 618,649
Improvements 990,414 1,029,747 - - 990,414 1,029,747
Equipment 156,973 224,169 19,635 22,410 176,608 246,579
Infrastructure 34,549 35,351 5,564,021 5,787,797 5,598,570 $5,823,148
Total 81,904,960 $2,029,567 55,583,656 $5,810,207 $7,488,616 $7,839,774




MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED

Debt - On February 28, 2006, the
contracts outstanding.

Village had $4,905,655 in bonds, notes, and

The main increase in the debt is due primarily to the

$2,890,000 bond issued for the Joint Wastewater Project.

Table &

Qutstanding Debt at Year End
Bonds and Notes Payable

February 28,

2006

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005
Revenue
bonds $ - $ - $4,733,500 $1,882,000 $4,733,500 $1,882,000
Installment
Purchase
Contracts 172,155 219,392 - - 172,155 219,352
Total $ 172,155 $2195,392 $4,733,500 $1,882,000 $4,505,655 $2,101,392

Economic Factors for Next Year's Budgets and Rates

Undoubtedly, the largest factor for next year’s budgets and rates will be the

increase in cost of power purchased from the U.P. Power Company.

The Village's

cost for power in calendar year 2005 sat at roughly $.042 per kilowatt hour

(KWh) .
{KWh) .

In calendar year 2006, the rate will increase roughly$.073 per kilowatt hour
The Village has already increased residential and commercial rates to

partially pay for the increase. The Village will have to closely monitor the

Electric Fund in 2006.

CONTACTING THE VILLAGE'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and
investors and creditors with a general overview of the Village's finances and to
show the Village's accountability for the money it receives. If you have questions
about this report or need additicnal information, contact the village Manager's
Qffice at 100 Hemlock Street, Baraga, Michigan 459508.
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VILLAGE QF BARAGA, MICHIGAN

GOVERNMENT-WIDE STATEMENT OF NET ASSETS
February 28, 2006

Primary Government

Business -
Governmental Type Component
Activities Activities Total Unit
ASSETS
Cash S 391,179 s 911,937 s 1,303,116 $ 298,052
Accounts receivable 6,070 28,642 34,712 -
Taxes receivable 19,378 - 19,378 -
Prepaid expense - - - 3,089
Due from other
governmental units 15,763 107,316 123,079 -
Due from component unit 50 3,000 3,050 -
Bond proceeds receivable - 176,503 176,503 -
Internal balances 86,077 86,077) - -
Restricted assets - 215,849 215,849 -
Investments - 186,292 186,292 -
Investments in joint
venture - 125,479 125,479 -
Investment in Baraga
Village/Keweenaw Bay
Reservation Waste
Water Authority - 5,354,751 5,354,751 -
Long-term loans 1,127,634 - 1,127,634 -
Capital assets - net 1,904,960 5,583,656 7,488,616 174,592
TOTAL ASSETS S 3,551,111 $12,607,348 $16,158, 459 8 475,733
LIABILITIES
Cash overdraft S - B 20,500 § 20,500 3 -
Accounts payable 33,132 138,167 171,239 -
Accrued expenses 4,147 40,694 44,841 -
Due to primary government - - - 3,050
Payable from restricted
assets - customer deposits - 33,092 33,092 -
Noncurrent liabilities:
Due within one year 57,548 169,500 227,048 -
Due in more than one year 155,850 4,564,000 4,715,950 -
TOTAL LIABILITIES S 250,777 $ 4,965,953 § 5,216,730 8 3,080
NET ASSETS
Invested in capital assets
net of related debt $ 1,691,462 % 3,740,156 § 5,431,618 4 174,592
Restricted for
debt service - 139,163 139,163 -
Unrestricted 1,608,872 3,762,076 5,370,948 298,091
TOTAL NET ASSETS $§ 3,300,334 S5 7,641,395 $10,941,729 $ 472,683

The accompanying notes to financial statements

are an integral part of this statement.
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VILIAGE CF BARAGA, MICHIGAN

GOVERNMENT-WIDE - STATEMENT OF ACTIVITIES
For the Year ended February 28, 2006

Program Revenues

Charges Operating Capital
for Grants and Grants and
Expenses Services Contributions Contributions
Functions/Programs
Primary Government:
Governmental activities:
General government $ 629,055 $ 6,572 3 456,293 S -
Public safety 172,480 674 15,894 -
Public works 386,140 9,866 135,632 -
Health and welfare 20,303 - - -
Culture and recreation 30,819 9,657 - -
Economic development 2,135 - - -
Interest on long-term
debt 9,293 - - -
TOTAL GOVERNMENTAL
ACTIVITIES $1,250,225 S 26,769 8 607,819 3 -
Business-type activities:
Water $ 685,262 $ 409,838 3§ - $ -
Sewer 152,191 130,841 - 150,000
Electric 1,083,093 1,652,659 - -
TOTAL BUSINESS-TYPE
ACTIVITIES $1,3920,546 $2,193,338 § - $ 150,000
TOTAL PRIMARY
GOVERNMENT $3,170,771 $2,220,107 & 607,819 § 150,000
Component Unit -
DDA S 23,327 8 - 8 - 5 -
General revenues:

Taxes:

Property taxes, levied for general purposes
Unrestricted investment earnings
Miscellaneous
Loss from investment in Baraga Village/Xeweenaw
Bay Joint Waste Water Authority
Transfers

Total general revenues, special items, and transfers
Change in net assets
Net assets - beginning of year

Net assets - end of year

The accompanying notes to financial statements
are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Government
Activities
(s 166,190)
{ 155, 912)
{ 240,642}
( 20,303)
{ 21,162)
( 2,135)
( 9,293)
(& 615,637)
$ -
s -
($ 615,637)
s -
$ 163,934
54,609
16,198

435,471

§ 670,212
g 54,575
$3,245,759
$3,300,334

Business -

type
Activities

U
|

s -

(8§ 275,424)
128,650

569,566

§ 422,792

$ 422,792

5 -

43,635

{r

{ 84,860)
( 426,579)
{

$ 467,804)
(% 45,012}
$7,686,407
§7,641,395

Total

Component

Units

166,190)
155,912)
240,642)
20,303)
21,162)
2,135)

9,293)

615,637)

275,424)
128,650
569,566

422,792

1852,845)

23,327)

163,934
98,244
16,198

84,860)
8,892

3

1,651

29,042

202,408

30,693

9,563

7,366

10,932,166

465,317

oy e K K

10,941,729

K Hn [ U

472,683




VILLAGE OF BARAGA, MICHIGAN

GOVERNMENTAL FUNDS
BALANCE SHEET

ASSETS

Cash and cash eqguivalents
Accounts receivable

Taxes receivable

Due from other funds

Due from other governmental units
Due from component units
Long-term loan

TOTAL ASSETS
LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable
Due to other funds
Deferred revenue

TOTAL LIABILITIES

FUND BALANCES

Unreserved, reported in:
General fund
Special revenue funds
Debt service fund

TOTAL FUND BALANCES
TOTAL LIABTILITIES AND FUND BALANCES

February 28, 2006
Major Local
General Street Street Road
$ 101,833 $ 47,294 13,890 § 12,341
6,070 - - -
9,346 - - 10,032
78,790 - 8,200 12,076
- - - 8,837
$ 196,039 $ 47,294 22,090 $ 43,286
$ 28,122 $ 615 613 s -
14,799 10,563 15,798 4,000
9,345 - - 17,269
S 52,266 $ 11,178 16,411 $ 21,269
$ 143,773 5 - - g -
- 36,116 5,679 22,017
S 143,773 S 36,116 5,679 $ 22,017
$ 196,039 $ 47,294 5 22,090 $ 43,286
gtatements

The accompanying notes to financial

are an integral part of this statement.
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Housing Debt

Waterfront Rehabilitation Revolving Service Total
$ 1 S 9,792 $ 180,638 5 100 $ 365,889
- - - - 6,070
- - - - 19,378
14,144 - - - 113,210
- - - - 8,837
- - 50 - 50
- 2,585 1,125,049 - 1,127,634
$ 14,145 S 12,377 $1,305,737 S 100 51,641,068
3 1,662 3 - $ - $ - $ 31,012
838 - 4,278 - 50,276
- - 1,125,049 - 1,151,663
$ 2,500 S - 51,129,327 $ - $1,232,.951
g - $ - 3 - ] - $ 143,773
11,645 12,377 176,410 - 264,244
- - - 100 100
$ 11,645 5 12,377 5 176,410 S 100 S 408,117
$ 14,145 12,377 $1,305,737 3 100 $1,641,068




VILLAGE OF BARAGA, MICHIGAN

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
February 28,

Total fund balance - total governmental funds

Amcunts reported for governmental activities in the

2006

statement of net assets are different because:

Capital assets used in governmental activitieg are not
financial resources and are not reported in the funds.

Internal service funds are used by management to charge the
costs of certain activities, such as equipment rental, to
individual fundg. The assets and liabilities of certain
internal service funds are included in governmental

activities in the statement of net assets.

Interest payable on long-term debt does not require current
financial resources. Therefore interest payable is not
reported as a liability in the governmental funds balance

sheet.

Deferred revenue is unavailable revenue and therefore is
not reported as a liability in the statement of net assets.

Long-term liabilities are not due and payable in the current
period and, therefore, they are not reported in the

governmental funds balance sheet.

Net assets of governmental activities

The accompanying notes to financial statements

are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

GOVERNMENTAL FUNDS
EXPENDITURES, AND CHANGES IN
Year ended February 28,

STATEMENT OF REVENUES,

REVENUES :

Taxes

Intergovernmental revenues
Service charges

Interest

Other revenue

TOTAL REVENUES

EXPENDITURES :
General government
Public safety
Puklic works
Health and welfare
Culture and recreation
Economic development
Debt service:
Principal
Interest and other charges

TOTAL EXPENDITURES

Excess (deficiency) of revenues

over expenditures

OTHER FINANCING SQURCES
Transfers in
Transfers out

{(USES) :

TOTAL OTHER FINANCING
SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUES
AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES

Fund kalances, beginning of year

Fund balances, end of year

FUND BALANCE

2006
Major Local
General Street Street Road
$ 140,067 S - s - S 30,224
144,608 82,382 33,980 -
9,866 - - -
12,384 - - -
363,719 - - -
$ 670,644 $ 82,382 S 33,980 S 30,224
$ 641,054 5 - g - 3 -
180,084 - - -
106,122 68,530 63,517 -
20,303 - - -
16,279 - - -
47,168 - - -
10,381 - - -
§1,021,391 S 68,530 S 63,517 b33 -
{($ 350,747) § 13,852 ($ 29,537) § 30,224
$ 459,000 5 - $ 35,200 $ 4,234
41,636 { 5,200) - {(  22,408)
$§ 417,364 (§ 5,200) $ 35,200 ($ 18,172)
3 66,617 S 8,652 S 5,663 $ 12,052
s 77,156 $ 27,464 $ 16 $ 9,965
S 143,773 5 36,116 S 5,679 g 22,017

The accompanying notes to financial statements
are an integral part of this statement.
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Housing Debt

Waterfront Rehabilitation Revolving Service Total
s § $ - $ - - $ 170,291
- - - - 260,970
- - - - 9,866
- - 42,225 - 54,609
9,657 - 57,053 - 430,429
S 9,657 g - 5 99,278 - $ 926,165
$ - $ - S - - $ 641,054
- - - - 180,084
- - - - 238,169
- - - - 20,303
14,303 - - - 30,582
- - 232,135 - 232,135
- - - - 47,168
- - - - 10,381
i 14,303 $ - $ 232,135 - $1,399,876
(s 4,646) § - (§ 132,857} - (& 473,711)
$ 16,279 $ - $ - - $ 514,713
- - ( 10,000) - ( 79,242)
8 16,273 8 - (s 10,000) - § 435,471
$ 11,633 $ - {¢ 142,857) - (s 38,240)
12 S 12,377 5 319,267 100 § 446,357
11,645 S 12,377 s 176,410 100 $ 408,117




VILLAGE OF BARAGA, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
February 28, 2006

Net change in fund balances - total governmental funds. (% 38,240)

Governmental funds report capital outlay as expenditures.
However, in the government-wide statement of activities
and changes in net assets, the cost of those assets is
allocated over their estimated useful lives as depreciation
expense. Thisg is the amount of capital assets recorded in
the current period. 14,3917

Depreciation expense on capital assets is reported in the

government -wide statement of activities and changes in net

assets, but they do not require the use of current financial

regsources; therefore, depreciation expense is not repcrted

as an expenditure in governmental funds. Includes Internal

Service Fund's depreciation expense of $41,393. ( 142,683)

Repayment of revolving loan fund loan principal, in the amount of

$57,053, is recorded as revenue in the governmental funds, but

not in the statement of activities. New revolving leoans, in the

amount of $230,000, are expenditures in the governmental funds,

but not in the statement of activities. 172,947

Repayment of long-term debt, in the amount of $47,237 is
recorded as an expenditure in the gowvernmental funds, but not
in the statement of activities. 47,237

Some property tax will not be collected within sixty days after
the Village‘s fiscal year end; therefore, they are not considered
*available” revenues in the governmental funds. ( 6,357}

Accrued interest expense on long-term debt is reported in the
government -wide statement of activities and changes in net
assets, but does not require the use of current financial
resources; therefore, accrued interest expense is not
reported as an expenditure in governmental funds. 1,019

Accrued vacation and sick time expense reported in the statement
of activities does not require the use of current financial
resources and therefore is not reported as an expenditure
in the governmental funds. 4,688

Internal service funds are used by management to charge the
costs of certain activities, such as equipment rentals, to
individual funds. The net revenue of the Internal Service
Fund is reported with governmental activities net of amount
allocated to business-type activities and depreciation expense.

Change in net assets ($42,474)
Net of amount allocated to
business-type activities 2,128 1,047
Depreciation expense 41,393
Change in net assets of governmental activities. s 54,575

The accompanying notes to financial statements
are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
February 28, 2006

Business-Type Activities - Enterprise Funds

Water Sewer Electric
ASSETS
Cash S 33,7459 $ - S 878,188
Accounts receivable 10,305 - 18,337
Due from other governmental units - 23,058 84,258
Due from component unit - - 3,000
Due from other funds 584 - 1,896
Bond proceeds receivable - 176,503 -
Restricted assets 182,757 - 33,092
Investments - - 186,292
Investment in joint venture - - 125,479
Investment in Baraga village/
Keweenaw Bay Reservation
Waste Water Authority - 5,354,751 -
Capital assets - net 5,108,579 602 474,075
TOTAL ASSETS $ 5,336,374 $5,554,514 $1,804,617
LIABILITIES
Cash overdraft g - $ 20,500 $ -
Accounts payable 7,172 26,482 104,513
Accrued expenses 20,168 20,078 448
Due to other funds 52,053 6,891 18,924
Payable from restricted assets -
customer deposits - - 33,092
Noncurrent liabilities:
Due within one year 44,500 125,000 -
Due in more than one year 1,795,000 2,765,000 -
TOTAL LIABILITIES § 1,922,833 82,963,951 $ 156,987
NET ASSETS
Invested in capital assets,
net of related debt s 3,265,479 $ 602 S 474,075
Restricted for debt service 182,757 - -
Unrestricted ( 34,755) 2,590,361 1,173,555
TOTAL NET ASSETS 5 3,413,481 $2 ., 5%0, 563 $1,647,.630

Reconciliation to government-wide statement of net assets -
Adiustment to reflect the consolidation of Internal Service Fund's
activities related to enterprise funds.

Net assets of business-type activities.

The accompanying notes to financial statements
are an integral part of this statement.
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Governmental

Activities -
Internal
Service
Totals Fund
5 911,937 s 25,289
28,642 -
107,316 €&,926
3,000 -
2,480 16,775
176,503 -
215,849 -
186,292 -
125,479 -
5,354,751 -
5,583,656 172,871
$12,695,305 $ 221,861

5 20,500 S -

138,167 5,072
40,694 136
77,878 4,312
33,092 -

169,500 -

4,564,000 -
$ 5,043,831 3 9,520
5 3,740,156 5 172,871
182,757 -
3,729,161 39,470
5 7,652,074 $ 212,341

{ 10,679)

$ 7,641,395



VITLAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
vear ended February 28, 2006

Business-Type Activities - Enterprise Funds

Water Sewer Electric
OPERATING REVENUES
Utility services 5 409,838 S 130,841 $ 1,652,652
Other - - -
TOTAL REVENUES 3§ 409,838 $ 130,841 § 1,652,659
OPERATING EXPENDITURES
Operating expenses -
Less depreciation $ 343,387 g 132,346 ¢ 1,016,996
Depreciation 251,230 278 64,440
TCGTAL EXPENDITURES $ 594,677 B 132,624 $ 1,081,436
OPERATING INCOME (LOSS) (8 184,833) (s 1,783) g 571,223
NON-OPERATING REVENUES
Interest income and
other revenue g 1,379 b - s 42,259
NON-OPERATING EXPENSES
Interest expense ] 90,116 ] 19,568 g -
Losg from investments - 84,860 -
TOTAL NON-OPERATING EXPENSES 3 90,116 S 104,428 $ -
INCOME (L0OSS) BEFORE
CONTRIBUTIONS AND TRANSFERS (s 273,576) ] 106,211) $ 613,482
Transfers in (out) 33,700 - ( 460,279)
Capital contributions - 150,000 -
CHANGE IN NET ASSETS (5 239,876) S 43,789 ] 153,203
Total net assets at
beginning of year 3,653,357 2,547,174 1,494,427
Total net assets at end c¢f year § 3,413,481 $ 2,590,963 § 1,647,630

amcounts reported for business-type activities in the statement of activities
are different because-

The net revenue (expense) of certain internal funds are reported with
business-type activities.

Change in net assets of business-type activities.

The accompanying notes to financial statements
are an integral part of this statement.
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Governmental

Activities -
Internal
Service
Total Fund
$2,193,338 S -

- 52,871
$2,193,338 ) 52,871
81,492,729 $ 53,9562

316,008 41,393
$1,808,737 3 95,345
$ 384,601 (s 42,474)
$ 43,638 $ -
$ 109,684 $ -

84,860 -
$ 194,544 S -
§ 233,695 (s 42 ,474)
{ 426,579) -

150,000 -

(s 42,884) (% 42,474)
254,815
g 212,341

{ 2,128)

(% 45,012)




VILLAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
Year ended February 28, 2006

Business-Type Activities
Enterprise Funds

Water Sewer Electric
CASH FLOWS FROM QOPERATING ACTIVITIES
Receipts from custcmers $ 411,105 § 145,615 $1.678,826
Payments to suppliers { 195,776) ( 60,786) ( 929,751)
Payments to employees ( _135,873)¢( 69,878) 59,651)

NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES § 79,456 § 14,3951 § 689,424

CASH FLOWS PROVIDED BY (USED IN)
NONCAPITAL FINANCING ACTIVITIES

Transfers from other governmental units $ 33,700 § - ] -
Transfers to other funds - - ( 460,279)
CASHE FLOWS PROVIDED BY (USED IN}
NONCAPITAL FINANCING ACTIVITIES § 33,700 S - (8 460,279)

CASH FLOWS PROVIDED BY (USED IN} CAPITAL
AND RELATED FINANCING ACTIVITIES

Restricted assets (increase) decrease ($ 24,782) S - (% 1,212)
Acquigiticn of property, plant,

and egquipment - - { 89,457)
Payments on long-term debt ( 38,500) - -
Interest ( 87,350} - -
Bond proceeds - 2,863,457 -

CASH FLOWS PROVIDED BY (USED IN} CAPITAL
AND RELATED FINANCING ACTIVITIES (8 150,632) 52,863,437 (8 90,669)

CASH FLOWS PROVIDED BY (USED IN)
INVESTING ACTIVITIES

Due from other governmental units

increase (decrease) $ - $ - 5 15,137
Interest received on investments 1,379 - 24,567
Investments {increase) decrease - ( 2,863,493) ( 5,188)
Distributicns from investments - - 17,692
Investment in joint venture

(increase) decrease - - ({ 12,310)

CASH FLOWS PROVIDED BY (USED IN)
INVESTING ACTIVITIES 3§ 1,379 ($2,863,493) § 39,898

NET INCREASE (DECREASE) IN CASH ($ 36,097) s 14, 955 $ 178,374
Cash, beginning of year 63,846 35,455) 639,814
Cash, end of vyear § 33,749 (s 20,500) & 878,188

The accompanying notes tc financial statements
are an integral part of this statement.
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Governmental

Activities -
Internal
Service
Totals Fund
$2,235,54% 8 54,712
{ 1,186,313) ( 42,930)
( 265,402} 8,942)
§ 783,831 $ 2,780
g 33,700 5 -
(__460,279) -
{3 426,579) $ -
(s 25,994) 5 -
{ 89,457) ( 3,161}
( 38,500) -
( 87,350) -
2,863,497 -
2,622,196 (% 3,161)
g 15,137 s -
25,946 5 -
{ 2,868,681) -
17,692 -
{ 12,310) -
($2,822,216) -
s 157,232 (% 381)
734,205 25,670
$ 891,437 $ 25,289




VILILAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS
Year ended February 28,

RECONCILIATION QOF QOPERATING INCCOME
{(LOSS) TO NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES
Operating income {(loss)
Adjustments to reconcile net
income to net cash provided by
operating activities-
Depreciation
Changes in assets and liabilities:
Accounts receivable
(increase} decrease
Due from other funds
(increase) decrease
Due from other governmental units
(increase) decrease
Accounts payable increase (decrease)
Accrued expenses increase (decrease)

Customer deposits increase (decrease)
Due to other funds
increase (decrease)
NET CASH PROVIDED BY (USED IN}

OPERATING ACTIVITIES

2006

(CONTINUED)

Businegs-Type Activities

Enterprise Funds

Water Sewer Electric

{$ 184,839) (s 1,783) 5 571,223
251,290 278 64,440
1,267 - 4,576

- 5,975 5,242

- 8,799 -

{ 1,506} 598 42,472
1,192 510 448

- - 1,212
12,052 474 189)
3 79,456 $ 14,951 § 689,424

The accompanying notes to financial statements

are an integral part of this statement.
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Governmental

Activities -
Internal
Service
Totals Fund
$ 384,601 (s 42,474)
316,008 41,393
5,843 -
11,217 405
8,79% 405
41,664 1,884
2,150 136
1,212 -
12,337 1,031
$ 783,831 S 2,780




VILLAGE QF BARAGA, MICHIGAN

COMPONENT UNIT - DOWNTOWN DEVELOPMENT AUTHORITY
STATEMENT OF NET ASSETS
February 28, 2006

ASSETS
Cash $ 298,052
Prepaid expense 3,089
Due from other governmental umits -
Capital assets - net 174,532
TOTAL ASSETS S 475,733
LIABILITIES
Due to primary government $ 3,050
NET ASSETS
Unrestricted 472,683

TOTAL NET ASSETS $ 475,733

The accompanying notes tc financial statements
are an integral part of this statement.
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VILIAGE QF BARAGA, MICHIGAN

COMPONENT UNIT - DOWNTOWN DEVELOPMENT AUTHORITY
STATEMENT OF ACTIVITIES
Year ended February 28, 2006

Program Revenues

Charges Operating Capital
for Grants and Grants and
Expenses Services Contributions Contributicns Total
Functions/Programs
General government $ 23,327 3 - $ - S - ($§ 23,327)
General revenues:
Property taxes levied for general purposes $ -
Unrestricted investment earnings 1,651

Transfers

Total general revenues, special items,
and transfers

Change in net assets
Net assets - beginning of year

Net assets - end of year

The accompanying notes to financial statements
are an integral part of this statement.
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VILLAGE QF BARAGA, MICHIGAN

NQOTES TO FINANCIAL STATEMENTS
For the year ended February 28, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Baraga conform to generally accepted
accounting principles as applicakle to governments. The following is a summary of
the more significant policies:

1.

Financial Reporting Entity
In accordance with the provisions of the Government Accounting Standards

Board Statement No. 14 entitled "The Financial Repocrting Entity”, a govern-
mental financial reporting entity consists of a primary government, such as

a general purpose local government, and component units, which are defined as
units for which the primary government is financially accountable. The
primary government is financially accountable if it appoints a voting majority
of a component unit's governing body, and there is a potential for the
component unit to provide certain financial benefits to, or impeose certain
financial burdens on, the primary government.

In conformity with generally accepted accounting principles, the financial
statements of component units have been included in the financial reporting
entity either as blended component units or as discretely presented component
units. The component units discussed below are included in the Village's
reporting entity because of the significance of their operational or financial
relationships with the Village.

Blended Component Units

vVillage of Baraga Building Authority - The Village of Baraga Building Authority
is a public corporation organized and existing under the authority of Act 31,
Public Acts of Michigan 1948 and is governed by a three member board appointed
by the Village Council. For financial reporting purposes, the Building Authority
is reported as if it were part of the Village's operations because its purpose
is to acquire and lease a municipal building to the Village. The assets of the
Building Authority are presented in the General Fixed Asset Group of Accounts.

Discretely Presented Component Unitsg

Village of Baraga Downtown Development Authority - The Village of Baraga
Downtown Development Authority is an entity created by the Village of Baraga on
October 22, 1984, pursuant to Public Act 1397 of 1975 and is governed by a board
appointed by the Village Council. For financial reporting purposes, the Downtown
Development Authority is reported in a separate column teo emphasize that it is
legally separate from the Village.

Component Units Not Presented

Village of Baraga Housing Commission - The Village of Baraga Housing Commission

is not included in the financial statements as explained in Note L.
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NQTES TQ FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (CONTINUED)
FINANCIAL REPORTING ENTITY {(continued)

Jointly Governed QOrganizaticns

Upper Peninsula Public Power Agency - On June 9, 2003, the Village resolved

to join the Upper Peninsula Public Power Agency (UPPPA}, a Michigan municipal
corporation organized under the Michigan Energy Employment Act of 1376¢. The
UPPPA is a joint action agency, comprised of several municipalities in the
Upper Peninsula of Michigan. The UPPFA was organized te invest in the American
Transmigsion Company, a Wisconsin based entity, created by the Wisconsin
legislature to own all electric transmission assets in the State of Wisconsin.
The Village investment in the Agency is included in the Electric Fund’s
financial statements using the cost method of accounting.

Unaudited financial information for the joint venture as of December 31, 2005:

Total assets £2,823,715
Liabilities:
Current liabilities $ -
Long-term liabilities -
$ -
Total equity 2,823,715
$2,823,715
Total revenues $ 396,415
Total expenditures 9,373

INCREASE IN FUND EQUITY FROM OPERATIONS $ 387,042

Equity contributions 173,426
Equity distributions { 387,665)

TOTAL INCREASE IN FUND EQUITY $ 172,803
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.

Government -Wide and Fund Financial Statements

The government-wide financial statements {i.e., the statement of net assets and
the statement of activities) report informaticn on all of the non-fiduciary
activities of the primary government and its component units. For the most
part, the effect of interfund activity has been removed from these statements.
Governmental activities, normally supported by taxes and intergovernmental
revenues, are reported separately from business-type activities which rely to

a gsignificant extent on fees and charges for support. Likewise, the primary
government is reported separately from certain legally separate component units
for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses
are those that are clearly identifiable with a gpecific function or segment.
Program revenues include: (1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given
function or segment; (2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment.
Taxes and other items not properly included among program revenues are reported
ingtead as general revenue.

Separate financial statements are provided for governmental funds and
proprietary funds. Major individual governmental funds and major individual
enterprige funds are reported as separate columns in the fund financial
statements.

Fund Accounting

The accounts of the Village are organized on the basis of funds and account
groups, each of which is considered a separate accounting entity. The
operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures, or expenses, as appropriate. Government resources are allocated
to and accounted for in individual funds based upon the purposes for which they
are to be spent and the means by which spending activities are controlled.

The various funds are grouped, in the financial statements in this report, as
follows:

Governmental Funds:

General Fund - The General Fund is the general operating fund of the Village.
It is used to account for all financial resources except those required to be
accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the
proceeds of specific revenue sources {other than special assessments, expendable
trusts, or major capital projects) that are legally restricted to expenditures
for specified purposes.

Debt Service Funds - Debt Service Funds are used tc account for the accumulation
of rescurces for, and the payment of, general long-term principal, interest, and
related costg.

Proprietary Funds:

Enterprise Funds - Enterprise Funds are used to account for operations (a)

that are financed and operated in a manner gimilar to private business enter-
prises - where the intent of the governing body is that the costs (expenses,
including depreciation) of providing goods or services to the general public on
a continuing basis be financed or recovered primarily through user charges;

(b) where the governing body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is apprcpriate for capital main-
enance, public policy, management control, accountability, or other purposes.

Internal Service Funds - Internal Service Funds are used to account for the

financing of goods and services provided by one department or agency of the
governmental unit to other departments or agencies of the governmental unit.
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NOTES TO FINANCIAIL, STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

FUND ACCOUNTING (continued)
Account Groups:
General Fixed Asset Account Group - This account group presents property,
plant, and equipment of the local unit utilized in its general operations.

General Long-Term Debt Account Group - This account group presents the balance
of general obligation long-term debt which is not recorded in the proprietary
funds.

4. Basig of Accounting
Basis of Accounting refers to the point at which revenues or expenditures/
expenses are recognized in the accounts and reported in the financial state-
ments. It relates to the timing of the measurements made regardless of the
measurement focus applied.

Accrual

Both governmental and business-type activities in the government-wide financial
statements and the proprietary fund financial statements are presented on the
accrual basis of accounting. Revenues are recognized when earned and expenses
are recognized when incurred.

Modified Accrual

The governmental funds financial statements are presented on the modified
accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recorded when susceptible to accrual; i.e., both measurable and
available. "Available"” means collectible within the current period or within
60 days after year end. Expenditures are generally recognized under the
modified accrual basis of accounting when the related liability is incurred.
The exception to this general rule is that principle and interest on general
obligation long-term debt, if any, is recognized when due.

Property taxes are levied on July 1. The Village collects its own property
taxes until mid September at which time collection is turned over to Baraga
County.

The tax rate to finance general government services for the year ended February
28, 2006, was $8.8318 Per $1000 of assessed valuation which computed to $115,634
on the present taxable valuation of $13,099,674. Also, an additional $1.5714
per $1000 of assegsed valuaticn was levied for road improvements.

5. Agsets, Liabilities, and Net Assets or Egquity

Bank Deposits and Investments

Cash and cash equivalents are ccnsidered to be cash on hand, demand deposits,
and short-term investments with a maturity of three months or less when
acquired.

Investments are repcrted at fair market value. Short-term investments are
reported at cost, which approximates fair value. Securities traded on national
exchanges are valued at the last reported sale price. Investments that do not
have an established market are reported at estimated fair value. 2all invest-
ments comply with Michigan Compiled Laws, Section 129.91.

Receivables and Pavables
In general, outstanding balances between funds are reported as “due to/from

other funds”. Activity between funds that is representative of lending/
borrowing arrangements outstanding at the end of the fiscal year are referred

to as “advances to/from other funds”. Any residual balances outstanding between
the governmental activities and the business-type activities are reported in the
government -wide financial statements as “internal balances”. All trade and
property tax receivables are shown without an allowance for uncollectible
amounts.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NCOTE A - SUMMARY CF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (continued)

Restricted Assets

The revenue bonds of the enterprigse funds require amounts to be set aside for
construction, debt service principal and interest, operations and maintenance,
and a bond reserve. These amounts have been clasgsified as restricted assets.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure
assess (e.g. roads, bridges, sidewalks, and similar items) are reported in the
applicable governmental or business-type activities column in the government-
wide financial statements. Capital assets are defined by the government as
assets with an initial individual cost of more than $500 and estimated useful
life in excess of one year. Such assets are recorded at historical cost or
estimated historical cost 1f purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of the donation.
Interest has not been capitalized on fixed assets.

Property, plant, equipment and infrastructure is depreciated using the straight-
line method over the following useful lives:

Buildings 40-60 years
Building improvements 15-30 years
Water and sewer lines 10-50 years
Roads 50 years
Other infrastructure 50 years
Vehicles 3-5 years
Cffice equipment 5-7 years
Computer equipment 3-7 years

Long-Term Cbligations

In the government-wide financial statements and the proprietary fund types in
the fund financial statements, long-term debt and other long-term ckbligations
are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized
over the life of the bonds using the effective interest method. Bonds payvable
are reported net of the applicable bond premium or discount. Bond issuance
costs are reported ag deferred charges and amortized over the term of the
related debt. 1In the fund financial statements, governmental fund types
recognize bond premiums and discounts, as well as bond issuance costs during the
current period. The face amount of debt issued is reported as other financing
scurces. Premiums received on debt igsuances are reported as other financing
sources while discounts are reported as other financing uses. Issuance costs
are reported as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds reported reservations
of fund balance for amounts that are not available for appropriation or are
legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are
subject to change.
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NOTES TC FINANCIAL STATEMENTS (CONTINUED)

NOTE B - NET ASSETS DEFICIT

Arn unrestricted net assets deficit of $34,755 exists in the Water Fund. The
deficit is the result of inefficiencies in the water system and repairs made to
correct the inefficiencies made during the current year. Management is continuing
to monitor the activity in the Water Fund to ensure that the deficit is eliminated
in a timely manner.

NCTE C - CASH AND INVESTMENTS
At February 28, 2006, the Village of Baraga's deposits and investments were
reported in the basic financial statements in the following categories:

Business- Total
Governmental Type Primary Component
Activities Activities Government Unit
Cash and cash
equivalents S 391,179 s 911,937 $1,303,116 S 298,052
Invegstments - 186,292 186,292 -
Restricted
aggets - 215,849 215,849 -
Total 8 391,179 $ 1,314,078 $1,705,257 $ 298,052

The Governmental Accounting Standards Board (GASB} Statement No. 3 risk disclosure
for deposits at year end are as fcllows:

Carrying Amounts

Primary Component
Government Unit Total

Insured (FDIC) $1,498,210 $ 298,052 $1,796,262
Uninsured and

Uncecllateralized - - -
Total Deposits $1,498,210 $ 298,052 $1,796,262

Bank Balances

Insured (FDIC) $1,840,073 $ 298,052 52,138,125
Uninsured and

Uncgllateralized - - -
Total Depcsits 51,840,073 $ 298,052 £2,138,125

Deposits totalling $215,849 are included with restricted assets. Included with
cash was petty cash of $255. Not included with cash was a cash overdraft of
$20,500 in the Sewer Fund
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE C - CASH AND INVESTMENTS {CCNTINUED)

Michigan Compiled Laws, Section 129.91, authorizes the Local Unit to deposit and
invest in the accounts of Federally insured banks, credit unions, and savings and
loan associations; bonds, securities and cther direct obligations of the United
States, Or any agency or instrumentality of the United States; United States
government or Federal agency obligation repurchase agreements; bankers' acceptance
of United States banks; commercial paper rated by two standard rating agencies
within the two highest classifications which mature not more than 270 days after the
date of purchase; obligations of the State of Michigan or its political subdivisions
which are rated investment grade; and mutual funds composed of investment vehicles
which are legal for direct investment by local units of government in Michigan.
Financial institutions eligible for deposit of public funds must maintain an office
in Michigan.

The investment policy as required by Act 196 PA 1997 has been adopted by the Board.
The Village's deposits and investments are in accordance with statutory authority.
All of the Village's surplus funds are in bank savings accounts and certificates of
deposit.

Investment type

Reported Fair
(1) (2) (3) Amount Value

Risk-categorized
Cash equivalents $ 186,292 3 - $ - $186,292 $182,676

NCTE D - RECEIVABLES
Receivables as of February 28, 2006 are as follows:

Special
General Revenue Water Sewer
Fund Funds Fund Fund
Taxes recelivable $ 9,346 $ 10,032 S - S -
Accounts receivable 6,070 - 10,305 -
Long-term nctes - 1,127,634 - -
Intergovernmental - 8,837 - 129,561
Component unit - 50 - -
Total Receivables §15,416 $1,146,553 $ 10,305 5199,561
Motor
Electric Vehicle
Fund Fund Total
Taxes recelivable $ - S - S 19,378
Accounts receivable 18,337 - 34,712
Long-term notes - - 1,127,634
Intergovernmental 84,258 €,926 299,582
Component unit 3,000 - 3,050
Total Receivables $105,595 $ 6,926 $1.484, 356
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NOTES TO FINANCIALL STATEMENTS (CONTINUED)

NOTE D - RECEIVABLES {CONTINUED)
Notes receivable consist of:

Economic development loan to Gitchee Gumee, Inc. which is to be
repaid in monthly installments of 8681 beginning in November of
1995 including interest computed at 6.5% ] 48,135

Economic development loan to Jerry Bugni of Lakeside Auto which
ig to be repaid in monthly installments of $362.90 beginning in
December of 1999 including interest computed at 7.0% 39,300

@mall Cities funds loaned to Keweenaw Bay Developers Limited

Partnership which is to be repaid in monthly installments of

$1,750 through September of 1989 at which time payments increased

to $2,326. Payments include interest computed at 7% 205,786

Urban Development Action Grant funds loaned to Xeweenaw Bay

Developers Limited Partnership which is to be repaid in monthly

installments of $1,814 beginning in Octoker of 1992, including

interest computed at 3% 179,256

Economic development loan to Van Straten Heated Tail Light Inc.
which is to be repaid in monthly installments of $253 beginning
in November of 1992, including interest computed at 6% 3,678

Economic development loan to Sheryl A. and Richard J. Hosking
which is to be repaid in monthly installments of $162 beginning
in January of 1995, including interest computed at 7% 16,368

Economic development loan to Harold E. and Shirley A. Mensch
which is to be repaid in monthly installments of $539 beginning
in January of 1995, including interest computed at 7% 21,622

Economic development loan to Jerry Magnant and Kerry Varline which

iz to be repaid in monthly installments of $674.12 including

interest at 7.0%. The first installment was received in

Septemker of 1939 54,351

Economic develcpment loan tc Van Straten Brothers, Inc. which is
to be repaid in monthly installments of $1,331.90 including interest
at 4.75%. The first installment was received in July of 2002 49,156

Economic development loan to James A. and Kristyn R. Gabe, and

David A. and Brenda N. Meyers which is to be repaid in monthly

installments of $2,385.90 including interest at 7.0%. The first

installment was received in June of 2001 172,142

Economic development loan to Larry's Market, Inc. which is to be
repaid in monthly installments of $1,048.48 including interest of
4.75%. The first installment was received in May of 2003 74,882

Eccnomic development loan to H&H Cafe which is to be repaid in
monthly installments of $250.00 including interest at 4.75% 33,359

Economic development loan to Keweenaw Bay Motel Developers which is
to be repaid in menthly installments of $1,036.53 including interest
at 4.75%. The first installment was received in May of 2005. 177,058

Economic development loan to Jerry Magnant and Kerry Varline which
is to be repaid in monthly installments of $449.41 including interest
at 4.75%. The first installment was received in December of 2005. 49,956

Housing rehabilitation loans t£o 5 individuals which are to bhe
repaid in monthly installments of $245 2,585

$1,127,634
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE E - CAPITAL ASSETS

Capital asset activity for the year ended February 26, 2006, was as follows:

Governmental activities:
Capital assets not being depreciated:
Land

Capital assets being depreciated:
Buildings

Improvements

Equipment

Infrastructure

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings

Improvements

Equipment

Infrastructure
Total accumulated depreciation

Total capital assets being depreciated, net
Governmental activities capital assets, net

Businesgs-type activities:
Capital assets being depreciated:
Equipment
Infrastructure

Total capital assets being depreciated

Less accumulated depreciation for:
Equipment
Infrastructure

Total accumulated depreciation

Total capital assets being depreciated, net
Business-type activities capital assets, net

Component unit activities -
Capital assets not being depreciated - Land

Capital assets being depreciated - Infrastructure
Less accumulated depreciation for - Infrastructure
Total capital assets being depreciated, net

Compenent unit activities capital assets, net
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Balance
March 1 Additions

$ 121,651 $ -

8 832,092 ] -
1,521,413 -
1,104,509 18,076

40,111 -
$ 3,498,125 3 18,076
3 213,443 $ 17,276
491,666 39,333
880,340 85,272
4,760 802

$ 1,590,209 8 142,683

$ 1,907,916 {8 124,607)

8§ 2,029,567 (5§ 124,607)

$ 85,328 & 2,760
8,429,518 86,697

$ 8,514,846 5 89,457

$ 62,918 3 5,535
2,641,721 310,473

$ 2,704,639 $ 316,008

$ 5,810,207 (8 226,551)

$ 5,810,207 (3 226,551)

3 19,418 34,823

3 - 121,567

- 1,216

$ - 120,351

3 19,418 155,174




Balance

Retirements February 28
s - S 121,651
3 - § 832,092
- 1,521,413
- 1,122,585
- 40,111
g - s 3,516,201
$ - § 230,713
- 530,999
- 965,612
-~ 5,562
$ - $ 1,732,892

- 5 1,783,309
- S 1,904,960

5 - 5 88,088
- 8,516,215
$ - $ 8,604,303
$ - 8 68,453
- 2,952,194
$ - $ 3,020,647

- S 5,583,656
g - 3 5,583,656

- S 54,241
- 5 121,567
- 1,216
- s 120,351

- S 174,592




NOTE E - CAPITAL ASSETS (CONTINUED)

NOTES TQ FINANCIAL STATEMENTS

{ CONTINUED)

Depreciation expense was charged as direct expense to programs of the
primary government as follows:

Governmental activities -
Public works

Business-type activities:

Water
Sewer

Electric

$ 142,683
5 251,290
278

64,440

Total depreciation expense-Business-type activities

NOTE F -

INTERFUND RECEIVABLES AND PAYABLES

Interfund receivable and payable balances at February 28, 2006, consisted of:

Fund
General

Motor Vehicle
Equipment

Waterfront

Local Street

Road

Water

Electric

Subtotal

Subtotal

Subtotal

Subtotal

Subtotal

Subtotal
Total

Interfund
Receivable
3 78,790
S 78,750
S 16,775
$ 16,775
S 14,144
3 14,144
$ 8,200
g 8,200
4 12,076
] 12,076
S 584
s 1,896
g 132,465

Fund
Motor Vehicle
Water
Reveolving
Local Street
Major Street

Sewer

Subtotal
Sewer
Waterfront

Local Street
Major Street
Electric

Subtotal
General
Electric

Subtotal
Electric
Road

Subtotal

General
Electric

Subtotal
Motor Vehicle

General
Water

Subtotal
Total
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S 316,008

Interfund
Payable
3 3,727

51,186
4,278
10,557
8,568

474

$§ 78,730

5 6,417
838

5,241
1,395

2,284

$ 16,775
$ 3,694

10,450

$ 14,144
$ 4,200
4,000

$ 8,200
s 10,076
2,000

$ 12,076
S 584
S 1,029
867

$ 1,836
$ 132,465



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE F - INTERFUND RECEIVABLES AND PAYABLES (CONTINUED)
The amounts of receivables and payables between primary government and
component units at February 28, 2006 are as follows:

Receivable Payable Receivable Payable
from to from to

Componernt Primary Primary Compcnent Component
Unit Government Government Fund Unit Unit

DDA -

General $ - S 3,050 Electric $ 3,000 £ -
Revolving 50 -
Total § - 3 3,050 Total S 3,050 $ -

NQTE G _- LONG-TERM DEBT

The government issues bonds to provide for the acquisiticn and construction of major
capital facilities. Installment purchase agreements are general obligationg of the
government. Revenue bonds involve a pledge of specific income derived from the
acquired or constructed assets to pay debt service.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEET (CONTINUED)
At February 28, 2006 bonds payable consisted of the following individual issues:

Business
Governmental Tyvpe

Water system improvement revenue bonds

{(denomination of $1,000 each, $360,000

original issue) dated January 1, 1971,

mature annually on January 1 of each

year through January 1, 2009. Interest

is payable on January 1 and July 1 of

each year at a rate of 4.75% per annum. ) - $ 50,000

2002 KBIC Industrial Park water supply

system revenue bonds ($326,000 original

issue} dated QOctcber 7, 2002, payable

in annual installments on October 1 of

each year through Octcber 1, 2042.

Interest is payable on April 1 and

October 1 of each year at a rate of

4.625% per annum. - 317,000

Water system improvement revenue bonds

(denomination of $1,000 each, $600,000

original issue) dated August 14, 1997,

mature annually cn November 1 of each

year through November 1, 2027. Interest

is payable on May 1 and November 1 of

each year. - 520,000

Water supply system junior lien bonds,

series 20032 ($639,000 original issue)

dated September 11, 2003, payable in annual

installments on July 1 of each year through

July 1, 2043. Interest is payable on January

1 and July 1 of each year at a rate of 4.25%

per annum, - 627,000

Water supply system junior lien bonds, series

2003B ($336,000 original issue! dated September

11, 2003, payakle in annual installments on

July 1 of each year through July 1, 2043.

Interest is payable on January 1 and July 1 of

each year at a rate of 4.25% per annum,. - 32%,500

Wastewater improvement bonds, series 2005,

(52,890,000 original issue) dated June

23, 2005, payable in annual installments on

Octcber 1 of each year through Qctober 1, 2025,

Interest is payable on April 1 and October 1

of each year at a rate of 1.625% per annum. - 2,890,000

Total bonds payable g - $4,733,500

Installment Purchase Aqreements

PUMA fire truck with payments annually on

Octokber 18, of $41,307 including interest

through October 18, 2007 with interest at

2% per annum, financed through Superior

Naticonal Bank and Trust Co. $ 77,144 ) -

Pumper fire truck with payments annually on

July 12 of $16,241 including interest through

July 12, 2006 and a baloon payment of $87,143

on July 12, 2007 with interest at 4.7% per

annum, financed through Superior National Bank

and Trust Co. 95,011 -

Total installment purchase agreements S 172,155 S -
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NOTES TQ FINANCIAL, STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED)

Annual Debt Service Requirements

The annual debt service reguirements to maturity, including principal and interest,
for long-term debt as of February 28, 2006, are as follows:

Governmental Activities Business-type Activities

Year Ending

February 28, Principal Interest Principal Interest
2007 5 49,458 3 8,090 $ 169,500 $ 132,511
2008 122,697 5,753 170,500 128,407
2009 - - 177,000 124,248
2010 - - 161,000 119,944
2011 - - 161,500 116,401
2012 - - 166,500 112,808
2013 - - 167,500 105,111
2014 - - 178,000 105,387
2015 - - 180,000 101,272
2016 - - 185,500 97,066
2017 - - 186,500 92,742
2018 - - 192,000 88,375
2019 - - 199,000 83,700
2020 - - 199,000 78,867

2021-2043 - - 2,240,000 747,858

$ 172,155 § 13,843 S 4,733,500 § 2,238,697

The Long-term Debt Group of Accounts also includes the long-term portion of
employee compensated absences, totalling $38,405, and the related employer's
portion of FICA tax of $2,338.

The individual long-term debt and other general long-term cobligations of the
Village and the changes therein, may be summarized as feollows:

Balance Balance
02-28-05 Additions Reductions 02-28-06
ENTERPRISE FUNDS
REVENUE BONDS
Water system improvement
revenue bonds {(1971) S 66,000 $ - $ 16,000 50,000
KBIC Industrial Park
water supply sSystem
revenue bonds {2002) 320,000 - 3,000 317,000
Water system improvement
revenue bonds (1997) 530,000 - 10,000 520,000
Water supply system junior
lien bond, series 20032 633,000 - 6,000 627,000
Water supply system junior
line bond, series 2003B 333,000 - 3,500 329,500
Wastewater improvement
bonds, Series 2005 - 2,890,000 - 2,850,000

$1,882,000 $2,890,000 $ 38,500 $4,733,500
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NOTES TO FINANCIAL STATEMENTS (CONTINUEL)

NOTE G - LONG-TERM DEBT (CONTINUED)

Balance Balance
02-28-05 Additions Reductions 02-28-06

LONG-TERM DEBT GROUP
OF ACCOQUNTS
INSTALLMENT PURCHASE
CONTRACTS
Puma fire truck s 113,134 S - S 35,990 % 77,144
Pumper fire truck 106,258 - 11,247 95,011

5 219,392 s - $ 47,237 & 172,155

Water system improvement revenue bonds (denomination of $1,000 each, $360,000
original issue) dated January 1, 1971, mature annually on January 1 of each year
through January 1, 2009. Interest is payable on January 1 and July 1 of each year
at a rate of 4.75% per annum. Scheduled payments of principal and interest are
listed below:

Fiscal
Year Ending Interest Interest Principal
February July 1 January 1 January 1 Total
2007 $ 1,188 $ 1,187 $ 16,000 $ 18,375
2008 808 BO7 17,000 18,615
2009 404 404 17,000 17,808
Totals $ 2,400 S 2,398 $ 50,000 S 54,798

Ordinance Number 107 requires that a bond reserve account be established and main-
tained at a $22,000 level. The Village has complied with this requirement as
there is $37,810 in this account at February 28, 2006.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED)

2002 KBIC INDUSTRIAL PARK WATER SUPPLY SYSTEM REVENUE BCOND

2002 KBIC Industrial Park Water Supply System Revenue Bond ($32¢,000 original issue)
dated October 7, 2002, payable in annual installments on October 1 of each year
through October 1, 2042. Interest is payable on April 1 and October 1 of each year
at a rate of 4.625% per anmum. Scheduled payments of principal and interest are
listed below:

Fiscal
Year Ending Interest Interest Principal
February April 1 October 1 October 1 Total
2007 $ 7,331 8 7,331 S 3,000 $ 17,662
2008 7,261 7,261 3,000 17,522
2009 7,192 7,192 4,000 18,384
2010 7,099 7,099 4,000 18,198
2011 7,007 7,007 4,000 18,014
2012 6,914 6,914 4,000 17,828
2013 6,822 6,822 4,000 17,644
2014 6,729 6,729 4,000 17,458
2015 6,637 6,637 5,000 18,274
2016 6,521 6,521 5,000 18,042
2017 6,406 6,406 5,000 17,812
2018 6,290 6,290 5,000 17,580
2019 6,174 6,174 6,000 18,348
2020 6,036 £,036 &,000 18,072
2021 5,897 5,897 6,000 17,794
2022 5,758 5,758 6,000 17,516
2023 5,619 5,619 7,000 18,238
2024 5,458 5,458 7,000 17,916
2025 5,296 5,296 8,000 18,592
202¢6 5,111 5,111 8,000 18,222
2027 4,926 4,926 §,000 17,852
2028 4,741 4,471 9,000 18,482
2029 4,533 4,533 9,000 18,066
2030 4,324 4,324 10,000 18,648
2031 4,093 4,093 10,000 18,186
2032 3,862 3,862 11,000 18,724
2033 3,608 3,608 11,000 18,216
2034 3,353 3,353 12,000 18,706
2035 3,076 3,07¢ 12,000 18,152
2036 2,798 2,798 13,000 18,596
2037 2,498 2,498 13,000 17,996
2038 2,197 2,197 14,000 18,394
2039 1,873 1,873 15,000 18,746
2040 1,526 1,526 15,000 18,052
2041 1,179 1,179 16,000 18,358
2042 809 809 17,000 18,618
2043 416 416 18,000 18,832

$177,370 $ 177,370 $ 317,000 $ 671,740
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED)

2002 KBIC INDUSTRIAL PARK WATER SUPPLY SYSTEM REVENUE BOND (CONTINUED)

Principal installments of this bond are subject to prepayment prior to maturity, at
the issuer's option, on any interest payment date on or after October 1, 2003, at
par and accrued interest to the date fixed for prepayment.

Ordinance Number 194 requires that a bond reserve account be established

and maintained. The Ordinance requires, at the beginning of each fiscal

year quarter, that at least $475 be transferred to the bond reserve account

until the sum of $19,000 has been deposited therein. The Village has complied
with this requirement as there is $25,367 in these accounts at February 28, 2006.

WATER SYSTEM IMPROVEMENT_REVENUE BONDS PAYABLE

Water System Improvement revenue bonds (denomination of $1,000 each, 35600,000
original issue) dated August 14, 1997, mature annually on November 1 of each year
through November 1, 2027. Interest is payable on May 1 and November 1 of each
year. Scheduled payments of principal, interest and interest rates are listed
below:

Fiscal Interest
Year Ending Rate Interest Interest Principal
February % May 1 November 1 November 1 Total
2007 4.85 $ 14,041 S 14,041 $ 15,000 $ 43,082
2008 4.9 13,678 13,678 15,000 42,356
2009 4 .95 13,310 13,310 15,000 41,620
2010 5.05 12,939 12,939 15,000 40,878
2011 5.15 12,560 12,560 15,000 40,120
2012 5.25 12,174 12,174 15,000 39,348
2013 5.3 11,780 11,780 15,000 38,560
2014 5.35 11,383 11,383 20,000 42,766
2015 5.4 10,848 10,848 20,000 41,696
2016 5.45 10,308 10,307 20,000 40,615
2017 5.5 9,763 9,762 20,000 39,525
2018 5.5 9,213 9,212 25,000 43,4256
2019 5.5 8,525 58,525 25,000 42,050
2020 5.5 7,838 7,837 25,000 40,875
2021 5.5 7,150 7,150 25,000 39,300
2022 5.5 6,463 6,462 30,000 42,925
2023 5.5 5,638 5,637 30,000 41,275
2024 5.5 4,813 4,812 30,000 39,625
2025 5.5 3,988 3,987 35,000 42,975
2026 5.5 3,025 3,025 35,000 41,050
2027 5.5 2,063 2,062 35,000 39,125
2028 5.5 1,100 1,100 40,000 42,200
Totals £192,600 $ 1%2,591 $ 520,000 $ 505,191

Ordinance Number 180 requires that bond reserve accounts be established and
maintained at a $42,000 level. The Village has complied with this requirement as
there is $61,001 in these accounts at February 28, 2006.
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NOTES TC FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED)

WATER SUPPLY SYSTEM JUNIOR LIEN REVENUE BOND, SERIES 20034

Water Supply System Junior Lien Revenue Bond, Series 2003A ($€33,000 original
issue) dated September 11, 2003, payable in annual installments on July 1 of
each year through July 1, 2043. Interest is payable on January 1 and July 1
of each year at a rate of 4.25% per annum. Scheduled payments of principal
and interest are listed below:

Fiscal
Year Ending Interest Principal Interest
February July 1 July 1 January 1 Tcotal
2007 $ 13,324 $ 7,000 5 13,175 $ 33,499
2008 13,175 7,000 13,026 33,201
2009 13,026 7,000 12,878 32,904
2010 12,878 7,000 12,729 32,607
2011 12,729 8,000 12,559 33,288
2012 12,559 8,000 12,389 32,948
2013 12,389 8,000 12,219 32,608
2014 12,219 9,000 12,028 33,247
2015 12,028 9,000 11,836 32,864
2016 11,836 10,000 11,624 33,460
2017 11,624 1¢,000 11,411 33,035
2018 11,411 11,000 11,178 33,589
2019 11,178 11,000 10,944 33,122
2020 1¢,944 12,000 10,689 33,633
2021 10,683 12,000 10,434 33,123
2022 10,434 13,000 10,158 33,592
2023 10,158 13,000 9,881 33,039
2024 9,881 14,000 9,584 33,465
2025 9,584 14,000 9,286 32,870
2026 9,286 15,000 8,968 33,254
2027 8,968 16,000 8,628 33,596
2028 8,628 16,000 8,288 32,916
2029 8,288 17,000 7,926 33,214
2030 7,926 18,000 7,544 33,470
2031 7,544 19,00¢ 7,140 33,684
2032 7,140 20,000 6,715 33,855
2033 6,715 21,000 6,269 33,984
2034 6,269 21,000 5,822 33,091
2035 5,823 22,000 5,355 33,178
2036 5,355 23,000 4,866 33,221
2037 4,866 24,000 4,356 33,222
2038 4,356 26,000 3,804 34,160
2039 3,804 27,000 3,230 34,034
2040 3,230 28,000 2,635 33,865
2041 2,635 29,000 2,019 33,654
2042 2,019 30,000 1,381 33,400
2043 1,381 32,000 701 34,082
2044 701 33,000 - 33,701

$327,000 $ 627,000 $ 313,675 $1,267,675
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NOTES TO_FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED)

WATER SUPPLY SYSTEM JUNIOR LIEN REVENUE BOND, SERIES 20C3B

Water Supply System Junior Lien Revenue Bond, Series 2003B ($336,000 original
issue) dated September 11, 2003, payable in annual installments on July 1 of
each vear through July 1, 2043. 1Interest is payable on January 1 and July 1
of each year at a rate of 4.25% per annum. Scheduled payments of principal and
interest are listed below:

Fiscal
Year Ending Interest Principal Interest
February July 1 July 1 January 1 Total
2007 $ 7,003 £ 3,500 5 6,928 $ 17,431
2008 6,928 3,500 6,853 17,281
2009 &,853 3,500 6,779 17,132
2010 6,779 4,000 6,694 17,473
2011 6,694 4,000 6,609 17,303
2012 6,609 4,500 6,513 17,622
2013 6,513 4,500 6,418 17,431
2014 6,418 4,500 6,322 17,240
2015 6,322 5,000 6,216 17,538
2016 6,216 5,000 6,109 17,325
2017 6,109 5,500 5,993 17,602
2018 5,993 5,500 5,876 17,369
2019 5,876 6,000 5,748 17,624
2020 5,748 6,000 5,621 17,369
2021 5,621 6,500 5,483 17,604
2022 5,483 6,500 5,344 17,327
2023 5,344 7,000 5,19¢€ 17,540
2024 5,196 7,500 5,036 17,732
2025 5,036 7,500 4,877 17,413
202¢ 4,877 8,000 4,707 17,584
2027 4,707 8,500 4,526 17,733
2028 4,526 8,500 4,346 17,372
2029 4,346 9,000 4,154 17,500
2030 4,154 9,500 3,953 17,607
2031 3,953 10,000 3,740 17,693
2032 3,740 10,500 3,517 17,757
2033 3,517 11,000 3,283 17,800
2034 3,283 11,500 3,039 17.822
2035 3,039 12,000 2,784 17,823
2036 2,784 12,500 2,518 17,802
2037 2,518 13,000 2,242 17,760
2038 2,242 13,500 1,955 17,697
2039 1,955 14,000 1,658 17,613
2040 1,658 14,500 1,349 17,507
2041 1,349 15,500 1,020 17,869
2042 1,02¢C 16,000 680 17,700
2043 680 17,000 319 17,999
2044 313 15,000 - 15,319

$171,408 $§ 329,500 $ 164,405 $ 665,313
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE G - LONG-TERM DEBT (CONTINUED}

WASTEWATER IMPRCVEMENT BCNDS, SERIES_Z2005

Wastewater improvement bonds (82,890,000 original issue) dated June 23, 2005,
payable in annual installments on October 1 of each year through October 1, 2025.
Interest is payable on April 1 and October 1 of each year at a rate of 1.625%
per annum. Scheduled payments of principal and interest are listed below:

Fiscal
Year Ending Interest Interest Principal
February April 1 Qctober 1 October 1 Total
2007 $ 23,481 s 23,481 $ 125,000 s 171,962
2008 22,466 22,466 125,000 169,932
2009 21,450 21,450 130,000 172,900
2010 20,394 20,394 130,000 170,788
2011 19,338 19,338 130,000 168,676
2012 18,281 18,281 135,000 171,562
2013 17,184 17,184 135,000 169,368
2014 16,088 16,088 140,000 172,176
2015 14,950 14,95C 140,000 169,500
2016 13,812 13,812 145,000 172,624
2017 12,634 12,634 145,000 170,268
2018 11,456 11,456 145,000 167,912
2019 10,278 10,278 150,000 170,556
2020 9,059 9,059 150,000 168,118
2021 7,841 7,841 155,000 170,682
2022 6,581 6,581 155,000 168,162
2023 5,322 5,322 160,000 170,644
2024 4,022 4,022 160,000 168,044
2025 2,722 2,722 165,000 170,444
2026 1,381 1,381 170,000 172,762

$258,740 $ 258,740 $2,890,000 $3,407,480

PUMA FIRE TRUCK INSTALLMENT AGREEMENT

Installment agreement ($180,332 igssued and $77,144 outstanding) dated October 18,
2002, matures annually on Octcober 18, 2006 through October 18, 2007 with interest
at 2.00% per annum.

Due Year Ended Octoper 18,

February 28, Principal Interest Total
2007 § 37,682 S 3,625 S 41,307
2008 39,462 1,845 41,307

$§ 77,144 S5 5,470 $ B82,614

PUMFPER FIRE TRUCK INSTALIMENT AGREEMENT

Installment agreement ($127,256 issued and 395,011 outstanding) dated July 12,
2002, matures annually on July 12, 2006 through July 12, 2008 and balance due
July 12, 2007 with interest at 4 .70% per anmum.

Due Year Ended July 12,

February 28, Principal Interest Total
2007 $ 11,776 $ 4,465 s 16,241
2008 83,235 3,908 87,143

§ 95,011 § 8,373 § 103,384

NOTE H - SEGMENT INFORMATION

Generally accepted accounting principles require disclosures of segment information
for certain individual Enterprise Funds. The Village maintains three Enterprise
Funds: the Water Fund, to account for the provision of water to the residents of
the Village; the Sewer Fund, to administer the operations of the Baraga village/
Keweenaw Bay Reservation Waste Water Authority; and the Electric Fund, to account
for the provision of electricity to the residents of the Village.
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NOTES TQ FINANCIAL STATEMENTS

(CONTINUED)

NOTE H - SEGMENT INFORMATICN (CONTINUED)

CONDENSED STATEMENT OF NET ASSETS
Assets:
Current assets
Due from component unit
Interfund receivable
Capital assets
Other assets

Total assets

Liabilities:

Interfund payables

Other current liabilities
Noncurrent liabilities

Total liabilities

Net assets:

Invested in capital assets, net of related debt

Restricted for debt service
Unrestricted

Total net assetsg

CONDENSED STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

Operating revenues

Depreciation expense

Other operating expenses

Operating income

Nonoperating revenues (expenses):
Investment income (loss)
Interest expense

Transfers in {out)

Capital contribution

Change in net assets
Beginning net assets

Ending net assets

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by:
Operating activities
Noncapital financing activities
Capital and related financing activities
Investing activities

Net increase (decrease)
Beginning cash and cash equivalents

Ending cash and cash equivalentg
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Water Sewer

Fund Fund
$ 44,054 $ 199,561

584 -
5,108,979 602
182,757 5,354,751
$5,336,374 $5,554,914
$ 52,053 $ 6,831
71,840 192,060

1,799,000 2,765,000
$1,%922,892 $2,963,951
$3,265,479 $ 602

182,757 -

{ 34,755) 2,590,361
$3,413,481 $2,590,963
$ 409,838 $ 130,841

( 251,290} ¢ 278)

{ 343.,387) | 132,346)

(¢ 184,839) (38 1,783)

1,379 ( 84,860}

{ 90,116} 19,568}

33,700 -
- 150,000

($ 239,876} & 43,789
3,653,357 2,547,174
$3,413,481 $2,590,963
$ 79,456 $ 14,951

33,700 -
{ 150,632) 2,863,497
1,379 {(_2,863,493)
(s 36,097y & 14,955
69,846 | 35,455)
5 33,749 (% 20,500)




Total
Electric Enterprise
Fund Fund

1,208,296 $ 1,451,911

3,000 3,000
1,896 2,480
474,075 5,583,656
117,359 5,654,858

$1,804,617 $12,695,905

$ 18,934 § 77,878
138,053 401,553
- 4,564,000

$ 156,987 $ 5,043,831

$ 474,075 5 3,740,156
- 182,757
1,173,555 3,729,161

$1,647,630 $§ 7,652,074

$1,652,655 $ 2,193,338
( 64,440) | 316,008)
(_1,016,996) (__1,492,7293)

$ 571,223 $ 384,601

42,253 | 41,222)

- ( 10%,684)

{ 460,279) 426,579}
- 150,000

4 153,203 (3 42,884)
1,494,427 7,694,958

$1,647 630 $ 7,652,074

$ 689,424 g 783,831

( 460,273) | 426,579)
{ 90,669} 2,622,136
33,898 (__2,822,216)
$ 178,374 5 157,232
699,814 734,205

§ 878,188 S 891,437




NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE I - INVESTMENT IN BARAGA VILLAGE/KEWEENAW BAY

RESERVATION WASTE WATER AUTHORITY

The Village of Baraga and the Keweenaw Bay Indian Community entered intec an
agreement on September 27, 1995 for the purpcse cf creating the Baraga Village/
Keweenaw Bay Reservation Waste Water Authority Board. The Board shall owmn, operate
and maintain a joint waste water treatment facility and associated system
components. The Keweenaw Bay Indian Community and the Village of Baraga shall be
equal partners in and shall jointly operate the Waste Water System. The Board shall
employ the Village of Baraga as System Operator to operate and maintain the System
and shall pay the Village for such services.

The Village utilizes the equity method of accounting for the activity in its invest-
ment in the facility. Under the equity method the investment is adjusted for any
additional capital investments made and it's proportionate share of the facility's
results of operations.

On September 1, 1996, the following assets and liabilities of the Village of Baraga
were transferred to the Authority:

Property, plant, and equipment $6,066,181
Accumulated depreciation 1,223,556}
Allowance for doubtful accounts 2,498)

Accrued interest €,334)
Revenue bonds payable 1,373,000}
NET INVESTMENT $3,393,546

{
(
Accounts payable { 67,247)
{
(

Baraga Village/Keweenaw Bay Reservation Waste Water Authority issues separate
financial statements available from the Village's office.

A summary of condensed financial information as of February 28, 2006, for the Board,
in the aggregate is as follows:

Agsets $6,288,726
Liabilities 161,983
Net assets 6,140,346
Revenues 293,338
Expenses 361,781
Other income (expenses) 218,107
Capital contributions 2,889,008
Change in net assets 2,844,128
Depreciation on property, plant and equipment

contributed by the Village and Community 150,309
Village's share of increase {decrease) in net assets 3,030,340
village's share of depreclatiocn on fixed assets contributed 121,750

Included in expenses above is $130,841 paid to the Village for services provided for
the Board.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE J - RETIREMENT PLAN

The Village contributes to the Michigan Municipal Employees Retirement System, an
agent multiple-employer public employees retirement system that acts as a common
investment and administrative agent for all Michigan municipal employees.

The qualified employees includes all full time employees of the Village with

the exception of the Village Manager. Benefitg vest after ten years of service,
Village employees who retire at or after the age of 55 with 15 years of credited
service are entitled to an annual retirement benefit, payable monthly for life, in
an amount equal to the sum of 2.25% of final average compensation. The system
also provides death and disability benefits., These benefit provisions and all other
requirements are established by State statute and Village ordinance.

Village employees are not required to contribute to the plan. The Village
contributes to the plan guarterly based on actuarial calculated contributions.

Contributions were made in accordance with actuarially determined contribution
reguirements.

As of December 31, 2005, emplcyee membership data related to the pension plan was as
follows:

Retirees and beneficiaries currently receiving benefits 6

Inactive vested menbers 2

Active plan participants:

Active members - vested 10

Active members - nonvested _0
Total 18

Funding Status and Progress

The following information has been prepared to provide the information necessary

to comply with GASB Statements Number 25 and 27. Statement 25 is effective for
figcal years beginning after June 15, 1996 and Statement 27 is effective for fiscal
years beginning after June 15, 1937.

All entries are based on the actuarial methods and assumptions that were used in the
December 31, 2005 actuarial valuation to determine the annual employer contribution
amounts. The entry age normal actuarial method was used to determine the entries at
disclosure.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE J - RETIREMENT PLAN (CONTINUED)

GASB INFORMATION {as of 12/31/05)

Actuarial Accrued Liability
Retirees and beneficiaries currently receiving kenefits $1,180,435
Terminated employees not yet receiving benefits 31,424

Current employees -
Accumulated employee contributions including allocated
investment income -

Employer financed 1,014,277
Total Actuarial Accrued Liability $2,226,136
Net Assets Available for Benefits at Actuarial Value 1,389,104

{Market Value is $1,916,448)
Unfunded (Overfunded) Actuarial Accrued Liability $ 837,032
GASB 27 INFORMATION (as of 12/31/05)

Fiscal Year Beginning March 1, 2007
Annual Required Contribution (ARC) $ 103,512
Amortization Factor Used 0.053632

Additicnal information pertaining to the pension plan can be obtained from
the Village's annual actuarial valuaticn report.

NOTE K _- RISK MANAGEMENT

The Village is exposed to various risks of loss related to tortg; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. The Village maintains insurance coverage through the Michigan
Municipal League which covers each of those risks of loss. Management believes such
coverage is sufficient to preclude any significant uninsured losses to the Village.
Settled claims have not exceeded this coverage in any of the past three years.

NOTE L - BARAGA HOUSING COMMISSION

The financial statements of the Village of Baraga Housing Commission are not
included in the general purpese financial statements of the Village of Baraga for
the following reasons:

1. The Village does not approve budgets or budget amendments.

2. The Village is not responsible for fund deficits and does
not receive any fund surplus.

3. The Village does not provide significant financial support.

4. The Village does not have significant fiscal management
responsibilities.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE L - BARAGA HOUSING COMMISSION (CONTINUED)

The financial statements of the Village of Baraga Housing Commission are audited
annually as a reguirement of the Department of Housing and Urban Development. A
summary ¢f the audited financial informaticn as of June 30, 2005, is as fcllows:

Total Assets 81,039,787
Total liabilities 5 54,539

Net assets:
Invested in capital assets, net of related debt S 834,427

Unrestricted 150,821

NET ASSETS § 985,248

Revenues $ 289,829
Expenses 406 850
Change in net assets (s 117,021)

Net assets, beginning of year 1,102,269

Net assets, end of vear $ 985,248

NOTE M -~ CONTINGENT LIABILITIES

An audit performed by the United States Environmental Protection Agency dated August
14, 1997 is regquesting the Village to reimburse the federal government $26,838 for
ineligible comstruction costs from the Water Fund. Village officials are still
reviewing the computation and nc determination has been made whether to appeal the
audit or pay the requested amount. Nc¢ liability has been recorded in the financial
statements for the year ended February 28, 2006.

From October 2005 through May 2006, due to a mechanical malfunction of an electric
meter, the Village was significantly undercharged for the power purchased during
that period. The Village’'s liability for the power used through February 28, 200§,
has not yet been determined but could range up to $228,000. The amcunt due could be
significantly less, depending upcn the interpretation of the Village‘’s contract

with their power supplier. No liability has been recorded in the financial
statements as of February 28, 2006.
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VILLAGE OF BARAGA, MICHIGAN

GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended February 28, 2006

Variance With
Final Budget

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues:
Taxes $ 161,800 s 161,800 $ 140,067 (S 21,733)
State grants 151,500 151,500 144,608 | 6,892)
Keweenaw Bay Indian Community 20,000 20,000 - ( 20,000)
Service charges 8,000 8,000 9,868 1,866
Other revenues 271,900 271,309 376,103 104,203
TOTAL REVENUES § 613,200 § 613,200 S 670,644 3 57,444
Expenditures:
General government
administration $ 144,600 $ 144,600 & 122,763 3% 21,837
Public safety 178,100 178,100 180,084 ( 1,984}
Public wcrks 116,800 116,800 106,122 10,678
Health and welfare 18,500 18,500 20,303 1,803)
Culture and recreation 24,100 24,100 16,279 7,821
Debt service 65,000 65,000 57,549 7,451
Other expenditures 523,300 523,900 518,291 11,609
TOTAL EXPENDITURES $1,077,0060 $1,077,000 51,021,391 S 55,609
EXCESS OF REVENUES
{EXPENDITURES) (5 463,800} (% 463,800) (% 350,747) & 113,053
Other financing
sources (uses):
Operating transfers in § 523,800 §$ 523,800 $ 459,000 (s 6£4,800)
Operating transfers out ( 60,000) ( 6£0,000) ( 41,636) 18,364
TOTAL OTHER FINANCING
SOURCES (USES) § 463,800 S 463,800 § 417,364 (8 46 ,436)
EXCESS OF REVENUES AND
OTHER SQURCES (EXPENDITURES
AND OQTHER USES) $ - $ - $ 66,617 S 66,617
Fund balance,
begimming of year 77,156 77,156 77,1586 -
FUND BALANCE, END OF YEAR 3 77,156 § 77,156 & 143,773 3 66,617

See accompanying note to budgetary compariscon schedules.
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VILIAGE OF BARAGA, MICHIGAN

MAJOR STREET FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended February 28, 2006

Variance With
Final Budget

Budgeted Amountsg Favorable
Original Final Actual (Unfavorable)
Revenues -
State grants g 65,400 S 65,400 $ 82,382 $ 16,382
Expenditures;
General government
administration $ 16,700 3 16,700 s 6,315 S 10,385
Public works:
Construction 5,000 5,000 - 5,000
Surface maintenance 35,200 35,200 40,733 | 5,5%39)
Traffic services 1,300 1,300 828 472
Winter maintenance 27,000 27,000 20,648 6,352
TOTAL EXPENDITURES 5 85,200 § 85,200 §  6B,530 (8 16,670)
EXCESS OF REVENUES
(EXPENDITURES) (3 19,800) (% 1%,800) $§ 13,852 $ 33,652
Other financing sources
{uses) -
Operating transfers in (out} 19,800 19,800 ( 5,200) 25,000)
EXCESS OF REVENUES AND
QTHER SQOURCES (EXPENDITURES
AND OTHER USES) § - $ - s 8,652 $ 8,652
Fund balance,
beginning of year 27,464 27,464 27,464 -
FUND BALANCE, END QOF YEAR 8 27,464 3 27,464 S 36,11¢ S 8,652

See accompanying note to budgetary comparison schedules.
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VILLAGE OF BARAGA, MICHIGAN

Revenues -
State grants

Expenditures:

General government
administration
Public works:
Construction
Surface maintenance
Traffic services
Winter maintenance

TOTAL EXPENDITURES

EXCESS OF REVENUES
(EXPENDITURES)

Other financing
sources {(uses) -
Operating transfers
in
EXCESS OF REVENUES AND
OTHER SOQURCES (EXPENDITURES
AND OTHER USES)

Fund balance,
beginning of year

LOCAL STREET FUND
BUDGETARY COMPARISON SCHEDULE

For the year ended February 28, 2006

Variance With
Final Budget

Budgeted Amountsg Favorable
Original Final Actual (Unfavorable)
5 30,400 S 30,400 3 33,980 S 3,580
S 12,600 3 12,600 3 4,599 S 8,001
20,000 20,000 - 20,000
34,500 34,500 36,546 ( 2,046)
500 500 504 ( 4)
29,000 29,000 21,868 7,132
$ 96,600 § 96,600 S £3,517 s 33,083
(s £6,200) {3 66,200) (3 29,537) 3 36,663
66,200 66,200 35,200 { 31,000)
$ - $ - $ 5,663 $ 5,663

16 16 16 -

g 16 $ 16 % 5,679 8 5,663

FUND BALANCE, END OF YEAR

See accompanying note to budgetary comparison schedules.
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VILLAGE OF BARAGA, MICHIGAN

ROAD FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended February 28, 2006

Variance With
Final Budget

Budgeted Amcunts Favorable
QOriginal Final Actual {(Unfavorable}
Revenues -
Taxes s 27,000 8§ 27,000 § 30,224 S 3,224
Expenditures - - - -
EXCESS QF REVENUES
{EXPENDITURES) $ 27,000 3 27,000 & 30,224 s 31,224
Other financing
sourceg (useg) -
Operating transfers in {out) ( 27,000} ( 27,000} ( 18,172) 8,828
EXCESS OF REVENUES AND
OTHER SOURCES (EXPENDITURES
AND OTHER USES) § - S - § 12,052 5 12,052
Fund balance,
beginning of year 9,965 9,965 9,965 -
FUND BALANCE, END OF YEAR § 9,965 & 9,965 $ 22,017 g 12,052

See accompanying note to budgetary comparisgon schedules.
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VILLAGE OF BARAGA, MICHIGAN

WATERFRONT FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended February 28, 2006

Variance With

Final Budget

Budgeted Amounts Favorable
Original Final Actual {(Unfavcorable)
Revenues -
Other revenue -
Rents and fees $ 10,500 % 10,500 § 9,657 (8 843}
Expenditures -
Culture and recreation 34,100 34,100 14,303 19,7397
EXCESS OF REVENRUES
{EXPENDITURES) ($ 23,600) (§ 23,600) (8 4,646) § 18,954
Other financing sources
(uses) -
Operating transfers
in 23,600 23,600 16,279 { 7,321}
EXCESS OF REVENUES AND
OTHER SOURCES (EXPENDITURES
AND QTHER USES) § ~ $ - $ 11,633 s 11,633
Fund balance,
beginning of year 12 12 12 -
FUND BALANCE, END OF YEAR 3§ 12 3 12 $ 11,645 $ 11,633

See accompanying note to budgetary comparison schedules.
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VILLAGE QF BARAGA, MICHIGAN

HOUSING REHABILITATION FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended February 28, 2006

Variance With
Final Budget

Budgeted Amounts Favorable
Qriginal Final Actual (Unfavorable)
Revenues -
Other revenue -
Miscellaneous $ 2,000 S 2,000 $§ - {3 2,000)
Expenditures -
Other 2,000 2,000 - 2,000
EXCESS OF REVENUES
(EXPENDITURES) & - S - 5 - $ -
Fund balance,
beginning of year 12,377 12,377 12,377 -
FUND BALANCE, END OF YEAR 3§ 12,377 § 12,377 S 12,377 3 -

See accompanying note to budgetary comparison gchedules.
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VILLAGE OF BARAGA, MICHIGAN

REVOLVING LOAN FUND
BUDGETARY COMPARISON SCHEDULE
For the year ended February 28, 2006

Variance With

Final Budget

Budgeted Amounts Favorable
Criginal Final Actual {(Unfavorable)
Revenues:
Interest S 5,000 § 5,000 s 42,225 S 37,225
Loan revenue -
Loan repayments 95,000 95,000 57,053 37,947)
TOTAL REVENUES & 100,000 & 100,000 s 99,278 (s 722)
Expenditures:
General government
administration s - S - S 2,092 (s 2,092)
Loans and contingencies 187,000 187,000 230,000 ( 43,000)
Other 3,000 3,000 43 2,957
TOTAL EXPENDITURES $ 190,000 $ 190,000 § 232,135 ($ 42,135}
EXCESS OF REVENUES
(EXPENDITURES) ($ 90,000) ($ 90, 000) ($ 132,857) (5 42,857)
Other financing sources
(uses) -
Operating transfers out ( 10,000) ¢ 16,000 { 10,000) 8 -
EXCESS OF REVENUES AND
QOTHER SOURCES (EXPENDITURES
AND CTHER USES) (S 100,000)($ 100,000)($ 142,857 (3 42,857}
Fund balance,
beginning of year 313,267 319,267 319,267 -
FUND BALANCE, END CF YEAR $ 219 267 $ 219,267 § 176,410 (s 42,857)

See accompanying note to budgetary comparison schedules.
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VILLAGE QOF BARAGA, MICHIGAN

NOTE TO REQUIRED SUPPEMENTARY INFORMATION
For the year ended February 28, 2006

BUDGETARY INFORMATION

A draft of the budget is prepared by the Village Manager. The budget is then
finalized during a series of budget work sessions with the Village Council.

When the budget is finalized, a public hearing is held and the Council adopts the
budget legally. This usually occurs in February before the beginning of the fiscal
year but the budget may be amended at any time throughout the yvear. The budget is
prepared on a basis that is consistent with generally accepted accounting
principles, thus no reconciliation between the budget basis and GAAP basis is
necessary.

In the body of the financial statements, the Village's actual expenditures and
budgeted expenditures for the budgetary funds have been shown on a functional basis.
The approved budgets of the Village for these budgetary funds were adopted to the
functional level.

During the year ended Februrary 28, 2006, the Village incurred expenditures in
certain budgeted funds which were in excess of the amounts appropriated as follows:

Budget Actual
Fund Appropriation Expenditures
Revolving Loan $ 13¢,000 5 232,135
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VILLAGE OF BARAGA, MICHIGAN

GENERAL FUND
DETAILS OF REVENUES AND OPERATING TRANSFERS IN
BUDGET AND ACTUAL
For the year ended February 28, 2006

Budget Actual
GENERAL PROPERTY TAXES
Current tax levy 150,500 125,781
Interest and penalties 300 26
Administrative fees 1,000 1,560
Delinquent taxes 10,000 8,700
TOTAL GENERAL PROPERTY TAXES 161,800 140,067
INTERGOVERNMENTAL REVENUES
State shared revenues 150,000 143,075
Liquor license 1,500 1,533
Keweenaw Bay Indian Community 20,000 -
TOTAL INTERGOVERNMENTAL REVENUES 171,500 144 608
SERVICE CHARGES
Sales of cemetery lots 500 300
Industrial park rentals 3,500 2,810
Other rentals and charges 4,000 6,756
TOTAL SERVICE CHARGES 8,000 3,866
QOTHER
Investment income 1,000 12,384
Reimbursements 247,800 305,173
District court ordinance fees 500 1,551
Miscellaneous 22,600 56,985
TOTAL OTHER 271,500 376,103
CPERATING TRANSFERS IN
Other funds 518,800 454,000
Component unit 5,000 5,000
TOTAL OPERATING TRANSFERS IN 523,800 459,000

The accompanying notes to financial statements
are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

GENERAL FUND
DETAILS OF EXPENDITURES AND OPERATING TRANSFERS QUT
BUDGET AND ACTUAL
For the year ended February 28, 2006

Budget Actual
GENERAL GOVERNMENT
Village Council:
Salaries and wages $ 15,400 $ 14,450
Dues and memberships 2,500 2,409
Printing and publishing 3,000 1,933
Conventions and travel 1,000 183
Contracted gervices 3,000 -
Migcellaneous 1,000 3,121

$ 25,900 $ 22,102

Village Manager:

Salaries and wages 5 29,000 % 15,759
Operating supplies 1,500 441
Vehicle expense 3,900 3,900
Telephcne 1,400 879
Conventions and travel 3,300 5,534
Miscellaneous 1,100 589

$ 40,200 $ 27 102

Election expense:

Salaries and wages S 100 5 -
Operating supplies 100 -
Printing and publishing 500 -
Miscellaneous 100 -
S BOO 5 -
Attorney - professional fees $ 15,000 5 10,873
Clerk:
Salaries S 7,000 S 7,442
Qffice supplies 500 255
Printing and publishing 300 -
Conventions and travel 500 69
Miscellaneous 100 33

s 8,400 5 7,799

Treasurer:

Salaries and wages S 3,100 5 2,500
Cperating supplies 1,000 633
Printing and publishing 1,000 BOS
Miscellaneous 100 -

3 5,200 $ 4,002
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GENERAL GOVERNMENT

VILLAGE QF BARAGA, MICHIGAN

GENERAL FUND

General administrative:

Salaries and wages
Operating supplies
Utilities
Contracted services

Miscellaneous
Capital outlay

PUBLIC SAFETY
Police department:
Salaries and wages

Operating supplies
Utilities

Vehicle expense
Telephone

Conventions and travel

Miscellaneous
Capital outlay

Fire department:
Salaries and wages
Operating supplies
Vehicle expense
Utilities
Contracted services
Debt service
Miscellanecus
Capital outlay

PUBLIC WORKS
Cemetery:
Salaries and wages
Operating supplies
Utilities
Equipment rental
Contracted services
Capital outlay

DETAILS OF EXPENDITURES AND QPERATING TRANSFERS QUT
BUDGET AND ACTUAL (CONTINUED)
For the year ended February 28, 2006

Budget Actual
$ 19,000 § 21,853
5,000 10,421
6,000 6,737
10,000 11,59%4
Conventions and travel - 230
1,100 50

8,000 -
$ 49,100 $ 50,885
TOTAL GENERAL GOVERNMENT $ 144,600 $ 122,763
§ 126,100 § 116,034
4,000 5,279
1,500 1,980
1,000 2,868
3,000 1,917
2,000 1,964
4,200 4,773
12,000 2,833
$ 153,800 $ 137,708
§ 7,500 $ 10,730
3,500 15, 392
2,000 498
2,700 5,665
500 295
65,000 57,549
3,100 4,485
5,000 4,711
$ 89,300 § 99,925
TOTAL PUBLIC SAFETY $ 243,100 $ 237,633
$ 3,000 8 249
500 103

300 -
500 279
500 2,753

500 -
3 5,300 s 3,384
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VILIAGE OF BARAGA, MICHIGAN

GENERAL FUND
DETAILS OF EXPENDITURES AND QPERATING TRANSFERS OQUT

BUDGET AND ACTUAL
For the year ended February 28,

PUBLIC WORKS (CCNTINUED)
Garage and equipment:
Salaries and wages
Operating supplies
Equipment rental
Contracted services
Utilities
Conventions and travel
Miscellaneous
Capital outlay

Gateway project - Contracted services

TOTAL PUBLIC WORKS

HEALTH AND WELFARE
Public housing - salaries and wages

Community premotion - community projects

TOTAL HEALTH AND WELFARE

CULTURE AND RECREATIQON
Village parks and recreation:
Salaries
Operating supplies
Repairs and maintenance
Contracted services
Utilities
Equipment rental
Capital outlay
Miscellaneous

TOTAL CULTURE AND RECREATION

OTHER

Insurance and bonds

Payroll taxes

Retirement plan

Hospitalization insurance
Vacation, holiday, and sick pay
Clothing allowance

Capital cutlay

Miscellanecus

Centracted services

TOTAL OTHER

OPERATING TRANSFERS QUT
Component unit

The accompanying notes to financial statements

are an integral part of this statement
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(CONTINUELD)

2006

Budget Actual
$ 46,000 $ 33,249
20,000 19,466
6,000 7.617
12,500 11,982
8,000 11,548
4,500 3,940
500 270

14,000 -
$ 111,500 $ 88,072
$ - $ 14,666
3 116,800 $ 106,122
8 500 s 500
18,000 19,803
$ 18,500 20,303
$ 7,500 s 1,520
1,000 507
1,500 368
2,500 1,208
10,000 11,682
1,000 951

500 -
100 43
$ 24,100 § 16,279
$ 53,000 $ 51,851
45,000 50,902
124,800 118,456
226,600 227,331
52,000 55,660
3,500 2,400
100 7,311
21,100 4,380

3,800 -
$ 529,300 $ 518,291
5 £0,000 s 41,636




VILLAGE OF BARAGA, MICHIGAN

SPECIAL REVENUE FUNLDS
COMBINING BALANCE SHEET

February 28, 2006

ASSETS

Cash in bank

Delinquent taxes receivable

Notes receivable

Due from other funds

Due from other governmental units

TOTAL ASSETS
LIABILITIES AND FUND BALANCE

LIABILITIES

Accounts payable, compensation,
and payroll taxes

Due to other funds

Ceferred revenue

TOTAL LIABILITIES
FUND BALANCES
Unreserved
TOTAL LIABILITIES AND FUND BALANCES

The accompanying notes to financial statements
are an integral part of this statement.
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Majeor Local
Street Street Road
$ 47,294 $ 13,890 § 12,341
- - 10,032
- 8,200 12,076
- - 8,837
5 47,294 $ 22,090 S5 43,286
5 615 5 613 § -
10,563 15,798 4,000
- - 17,269
$ 11,178 $ 16,411 § 21,269
36,116 5,679 22,017
§ 47,294 § 22,090 $ 43 286




Housing Revolving
_Waterfront  Rehabilitation Loan Total

$ 1 $ 9,792 $ 180,638 $ 263,956
- - - 10,032

- 2,585 1,125,049 1,127,634
14,144 - - 34,420

- - - 8,837

S 14,145 S 12,377 $1,305,687 $1,444,8739
$ 1,662 $ - s - $ 2,830
838 - 4,278 35,477

- - 1,125,049 1,142,318

5 2,500 $ - §1,129,327 $1,180,685
11,645 12,377 176,360 264,194

5 14,145 3 12,377 51,305,687 $1,444,879




VILLAGE OF BARAGA, MICHIGAN

SPECIAL REVENUE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
For the year ended February 28, 2006

Major Local
Street Street Road
REVENUES
Current tax levy $ - 5 - $ 30,224
Intergovernmental revenues 82,382 33,980 -
Interest income - - -
Other - - -
TOTAL REVENUES § 82,382 $ 33,980 s 30,224
EXPENDITURES
Administration $ 6,315 $ 4,599 3 -

Culture and recreation - - -
Eccnomic development - - -

Other - - -
Streets:
Surface maintenance 40,735 36,546 -
Winter maintenance 20,648 21,868 -
Traffic services 828 504 -

TOTAL EXPENDITURES $ 68,530 $ 63,517 8§ -

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES $ 13,852 ($ 29,537) 5 30,224

OTHER FINANCING SQURCES (USES)

Operating transfers from other funds $ - $ 20,200 8 -
Operating transfers to other funds { 5,200) - { 15,000)
Operating transfers from component units - 15,000 -
Operating transfers to component units - - ( 7,406)
Operating transfers from other governmental

urits - - 4,234

TOTAL OTHER FINANCING SOQURCES (USES) (3 5,200) $ 35,200 ($ 18,172)

EXCESS OF REVENUES AND QOTHER SOQOURCES
OVER (UNDER) EXPENDITURES AND OTHER USES $ 8,652 % 5,663 5§ 12,052

Fund balances, beginning of year 27,464 16 9,965
FUND BALANCES, END OF YEAR § 36,116 § 5,679 § 22,017

The accompanying nctes to financial statements
are an integral part of this statement.



Housing Revolving

Waterfront Rehabilitaticon Loan Total
$ - $ - S - $ 30,224
- - - 116,362
- - 42,225 42,225
9,657 - 57,053 66,710
s 9,657 8 - $ 99,278 § 255,521
S - $ - 5 2,092 $ 13,006
14,303 - - 14,303
- - 230,000 230,000
- - 43 43
- - - 77,285
- - - 42,516
- - - 1,332
3 14,303 S - § 232,135 § 378,485
{s 4,646) 3 - ($ 132,857) (8 122, 964)
$ 16,279 $ - S - 5 36,479
- - { 10,000 30,200)
- - - 15,000
- - - { 7,406}
- - - 4,234
g 16,279 8 - (s _10,000) S 18,107
$ 11,633 5 - (s 142,857) (s 104,857)
12 12,377 319,267 369,101
$ 11,645 12,377 $ 176,410 $§ 264,244




VILLAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS -

ENTERFRISE

COMEBINING BAYANCE SHEET

February 28, 2006

ASSETS

CURRENT ASSETS

Cash in bank

Investments

Investment in joint venture
Accounts receivable

Due from other funds

Due from component units

Due from cther governmental units
Bond prcceeds receivable

TOTAL CURRENT ASSETS

PROPERTY, PLANT, AND EQUIPMENT
Property, plant, and equipment
Accumulated depreciation {

TOTAL PROPERTY, PLANT, AND EQUIPMENT

OTHER ASSETS

Restricted assets - cash

Due from other governmental units
Investment in Baraga Village/Keweenaw Bay
Reservation Waste Water Authority

TOTAL OTHER ASSETS
TOTAL ASSETS
LIABILITIES AND FUND EQUITY

CURRENT LIABILITIES

Accounts payable, compensation, and payroll taxes
Cash overdraft

Accrued interest payable

Due to other funds

Payable from restricted assets - customer deposits
Current maturities on long-term debt

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
Revenue beonds payable, net of current maturities

TOTAL LIABILITIES

FUND EQUITY

Contributed capital

Retained earnings (deficit) - unreserved {
Retained earnings - reserved for

Bond retirement

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

The accompanying notes to financial statements
are an integral part of this statement.

Water Sewer

§ 33,749 5 -

10,305 -

584 -
- 23,058
- 176,503
3 44,638 $ 199,561
57,165,668 $ 8,480
_2,056,689) | 7,878)
$5,108,979 $ £02

$ 182,757 g -
- 5,354,751
$ 182,757 85,354,751
$5,336,374 35,554,914
5 8,364 $ 26,392
- 20,500
18,976 19,568
52,053 6,891
44,500 125,000
$ 123,893 $ 198,951
1,799,000 2,765,000
$1,922,893 $2,963,951
$3,486,769 $2,236,98¢6
212,451) 353,977

139,163 -
$3,413,481  $2,590, 963
$5,336,374 85,554,914




Total

{(Memorandum

Electric Only)
$ 878,188 $ 911,937
186,292 186,232
125,479 125,479
18,337 28,642
1,896 2,480
3,000 3,000
- 23,058

176,503

$1,213,182 § 1,457,391

51,430,155 $ 8,604,303
{ 956,080) (_3,020,647)
S 474,075 $ 5,583,656
5 33,0092 g 215,849

84,258 84,258

5,354,751

§ 117,350 $ 5,654,858
$1,804,617 $12,695,905

$ 104,961 $ 140,317
- 20,500

- 38,544
18,934 77,878
33,082 33,0592

- 169,500

$ 156,987 S 479,831

4,564,000

$ 156,987 $ 5,043,831

S 177,429 $ 5,901,184
1,470,201 1,611,727

135,163

$1,647 630 $ 7,652,074
$1,804,617 $12,695,905



VILLAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS - ENTERPRISGE
COMBINING STATEMENT CF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS
For the year ended February 28, 200&

Total
{Memorandum
Water Sewer Electric only)
OPERATING REVENUES S 409,838 $ 130,841 $1,652,659 & 2,193,338
QPERATING EXPENSES
See schedule 534,677 132,624 1,081,436 1,808,737

OPERATING INCCOME (LOSS) (% 184,83%) (8 1,783) & 571,223 5§ 384,601
NON-OPERATING REVENUES

{EXPENSES)

Interest income 8 1,379 S - s 24,567 $ 25,946
Interest expense oI

notes and bonds { 90,116) ¢ 19,568) - { 109,684)
Distributions - - 17,692 17,692
Income (loss) from

investments - { 84,860) - { 84,860)

TOTAL NCN-QPERATING
REVENUES (EXPENSES) (3 88,737) ($ 104,428) 3 42,259 (3% 150,506)

INCOME (LOSS) BEFORE OTHER
FINANCING SOQURCES (USES) ($ 273,576) ($ 106,211) § 613,482 3 233,695

OTHER FINANCING SQURCES (USES)
Cperating transfers from other
governmental units:

KBIC $ 19,700 $ - $ - $ 19,700

State of Michigan 14,000 - - 14,000
Operating transfers

to other funds - - ( 460,279) ( 460,279)
Capital contribution - 150,000 - 150,000

TOTAL OTHER FINANCING
SOURCES (USES) $ 33,700 $ 150,000 {$ 460,273)($ 276,579)

NET INCOME (LOSS) ($ 23%,876) S 43,789 $ 153,203 (3% 42,884)

Add depreciation on property,

plant and equipment acquired

by federal and state grants

which reduce contributed

capital 74,135 121,750 31,013 226,898

INCREASE (DECREASE)
IN RETAINED EARNINGS ($ 165,741) §$ 165,539 $ 184,216 5 184,014

Retained earnings
{deficit) beginning of year 92,453 188,438 1,285,985 1,566,876

RETAINED EARNINGS
{(DEFICIT) END OF YEAR ($ 73,288) § 353,577 $1,470,201 5 1,750,850

The accompanying notes to financial statements
are an integral part of this statement.
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VILIAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS - ENTERPRISE
COMBINING SCHEDULE OF OPERATING EXPENSES

For the year ended February 28, 2006
Total
(Memorandum
OPERATING EXPENSES Water Sewer Electric Only)
Salaries and wages $ 127,409 3 65,422 3 55,860 3 248,691
Vacation, holiday,
and sick pay 11,427 7,074 4,789 23,290
Payroll taxes 9,656 4,966 4,239 18,861
Retirement plan 22,103 13,683 9,263 45,049
Hospitalizaticn
insurance 37,920 23,474 15,890 77,284
Power purchased - - 790,240 790,240
Office supplies and postage 337 149 149 635
Operating supplies 34,825 3,827 34,069 72,721
Repairs and maintenance 30,340 3,251 - 33,591
Equipment rental 2,843 - 10,237 13,080
Sales tax - - 26,065 26,065
Utilities 37,088 517 - 37,605
Insurance and bonds 2,519 1,401 948 4,868
Contracted services 23,559 8,564 64,845 96,968
Provisicon for depreciation 251,290 278 64,440 316,008
Miscellaneous 3,361 18 402 3,781
TOTAL OPERATING EXPENSES S 594,677 § 132,624 § 1,081,436 $ 1,808,737

The accompanying notes to financial statements
are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

PROPRIETARY FUNDS - ENTERPRISE
COMBINING STATEMENT OF CASH FLOWS
For the year ended February 28, 2006

CASH TLOWS PROVIDED BY (USED IN)
OPERATING ACTIVITIES

Operating income {(loss)

Adjustments to reconcile net income to net
cash provided by operating activities -
Depreciation
Changes in assets and liabilities:

Accounts receivable (increase) decrease
Due from other governmental units
Accounts payable increase (decrease)

CASH FLOWS PROVIDED BY (USED IN)
OPERATING ACTIVITIES

CASH FLOWS PROVIDED BY (USED IN)
NONCAPITAL FINANCING ACTIVITIES
Due to other funds increase {(decrease)
Due from other funds {increase} decrease
Transfers from other governmental units
Transfers to other funds

CASH FLOWS PROVIDED BY (USED IN)
NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS PROVIDED BY (USED IN} CAPITAL
AND RELATED FINANCING ACTIVITIES
Restricted assets (increase) decrease
Acquisition of property, plant, and equipment
Payments on revenue bonds
Interest paid on revenue bonds
Bond proceeds
Transfer from cother governmental units

CASH FLOWS PROVIDED BY (USED IN} CAPITAL
AND RELATED FINANCING ACTIVITIES

CASH FLOWS PROVIDED BY (USED IN}
INVESTING ACTIVITIES

Interest received on investments

Investments (increase) decrease

Distributions from investments

Investment in joint venture (increase) decrease

CASH FLOWS PROVIDED BY (USED IN)
INVESTING ACTIVITIES

NET INCREASE (DECREASE} IN CASH

Cash, beginning c¢f vyear

CASH, END OF YEAR

The accompanying notes to financial statements
are an integral part ¢f this statement,.
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Water Sewer
(3 184,839) (% 1,783)
251,290 278
1,267 -
- 8,799
{ 314) 26,723
§ 67,404 s 34,017
$ 12,052 $ 474
- 5,975
33,700 -
$ 45,752 g 6,449
(s 24,782) $ -
( 38,500) -
( 87,350) -
- 2,713,497
- 150,000
($ 150,632) $2,863,497
$ 1,379 S -
- ( 2,889,008}
s 1,375 ($2,889,008)
(s 36,097) $ 14,955
69,846 { 35,455)
S 33,749 (8 20,500)




Total

(Memorandum

Electric Only)
$ 571,223 5 384,601
64,440 316,008
4,576 5,843
15,137 23,936
44,132 70,541
S 699,508 5 800,528
(s 189) S 12,337
5,242 11,217
- 33,700
( 460,279) { 460,279)
($ 455,226) (% 403,025)
($ 1,212) ] 25,994}
( 89,457) ( 89,457)
- ( 38,500)
- { 87,350)
- 2,713,497
- 150,000
(g 90,6689) § 2,622,196
S 24,567 3 25,946
{ 5,188) { 2,894,196)
17,652 17,692
{ 12,310) ( 12,310)
g 24,761 ($ 2,862,868}
$ 178,374 5 157,232
659,814 734,205
& 878,188 5 891,437




VILLAGE OF BARAGA, MICHIGAN

WATER FUND
BALANCE SHEETS

February 28, February 28,

The accompanying notes to financial statements
are an integral part of this statement.

-67-

2006 2005
ASSETS
CURRENT ASSETS
Cash in bank 3 33,749 5 69,846
Accounts receivable 10,305 11,572
Due from other funds 584 584
TOTAL CURRENT ASSETS S 44,638 S §2,002
PROPERTY, PLANT, AND EQUIPMENT
Property, plant, and equipment $ 7,165,668 $ 7,165,668
Accumulated depreciation ( 2,056,689) 1,805,339
TOTAL PROPERTY, PLANT, AND EQUIPMENT $ 5,108,979 § 5,360,269
OTHER ASSETS
Restricted assets - cash 3 182,757 157,975
TOTAL ASSETS § 5,336,374 $ 5,600,246
LIABILITIES AND FUND EQUTTY
CURRENT LIABILITIES
Accounts payable, compensation,
and payroll taxes $ 8,364 $ 8,678
Accrued interest payable 18,976 16,210
Due to other funds 52,0563 40,001
Current maturities on long-term debt 44,500 38,500
TOTAL CURRENT LIABILITIES $ 123,883 $ 103,389
LONG-TERM LIABILITIES
Revenue bonds payable, net of
current maturities 1,799,000 1,843,500
TOTAL LIABILITIES S 1,922,893 $ 1,946,889
FUND EQUITY
Contributed capital S 3,486,769 $ 3,560,904
Retained earnings (deficit) - unreserved { 212,451, 39,158)
Retained earnings - reserved:
Revenue bond retirement 40,352 33,224
Bond reserve accounts 58,811 98,387
TOTAL FUND EQUITY 3,413,481 $ 3,653,357
TOTAL LIABILITIES AND FUND EQUITY 5,336,374 $ 5,600,246




VILLAGE OF BARAGA, MICHIGAN

WATER FUND
STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS

Year Ended
February 28, February 28,
2006 2005
QPERATING REVENUES $ 409,838 S 388,145
OPERATING EXPENSES
Salaries and wages 5 127,403 & 106,302
Vacation, holiday, and sick pay 11,427 8,790
Payroll taxes 9,656 8,132
Retirement plan 22,103 20,135
Hogpitalization insurance 37,920 40,174
Office supplies 337 2,254
Operating supplies 34,825 31,603
Repairg and maintenance 30,340 4,006
Equipment rental 2,843 2,164
Utilities and heating 37,088 31,765
Insurance and bonds 2,519 3,177
Contracted services 23,559 20,083
Provigion for depreciation 251,230 200,666
Migcellaneous 3,361 4,987
TOTAL OPERATING EXPENSES S 594,677 S 484,238
OPERATING INCOME (LOSS} (s 184,839) (s 96, 093)
NON-QOPERATING EKEVENUES (EXPENSES)
Interest income g 1,379 g 1,199
Interest expense on bonds { 90,116) 65,214)
TOTAL NON-OPERATING REVENUES [(EXPENSES) (3 88,737) (8 64,015)
OTHER FINANCING SOURCES (USES
Operating transfers from other
governmental units - EKBIC $ 33,700 8 41,061
NET INCOME (LOSS) (S 239,876) (S 119,047)
Add depreciation on property, plant and
equipment acguired by federal and state
grants which reduce contributed capital 74,135 74,135
INCREASE {(DECREASE} IN RETAINED EARNINGS (S 165,741) (3 44,912)
Retained earnings (deficit), beginning of year 92,453 137,365
RETAINED EARNINGS (DEFICIT), END OF YEAR (8 73,288) S 92,453

The accompanying notes to financial statements
are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

WATER FUND

STATEMENT OF REVENUES,

EXPENSES, AND

CHANGES IN RETAINED EARNINGS - BUDGET AND ACTUAL

For the year ended February 28, 2006
Variance
Favorable
Budget Actual {Unfavorable}
QPERATING REVENUES $ 402,100 $ 409,838 S 7,738
OPERATING EXPENSES
Salaries and wages $ 110,000 $ 127,409 (§ 17,409)
Vacation, holiday, and sick pay - 11,427 ( 11,427)
Payrell taxes 66,900 9,65¢ 57,244
Retirement plan - 22,103 22,103)
Hospitalization insurance - 37,920 | 37,920)
Office supplies 100 337 | 237)
Operating supplies 25,000 34,825 9.,825)
Repairs and maintenance 13,9200 30,340 | 1€,440)
Equipment rental 3,800 2,843 957
Utilities and heating 35,000 37,088 | 2,088)
Insurance and bonds 1,000 2,519 1,519)
Contracted services 8,200 23,559 15,359)
Provision for depreciation - 251,290 ( 251,290}
Miscellaneous 4,900 3,361 1,533
TOTAL OPERATING EXPENSES § 268,800 S 594,677 (s 325,877}
OPERATING INCOME (LOSS) $ 133,300 ($ 184,839) (% 318,139)
NON-OPERATING REVENUES (EXPENSES)
Interest income s 1,000 $ 1,379 $ 379
Interest expense on bonds { 154,100) ¢ 90,116) 63,984
TOTAL NON-OPERATING
REVENUES (EXPENSES) ($ 153.,100) ($ 88,737) S 64,363
OTHER FINANCING SOURCES (USES)
Operating transfers from other
governmental units S 19,800 S 33,700 13,900
NET INCOME (LOSS) § - ($ 239,876) (3 239,876)
Add depreciation on property, plant
and equipment acquired by federal
and state grants which reduces
contributed capital - 74,135 74,135
INCREASE (DECREASE)
IN RETAINED EARNINGS § - {$ 165,741) (5% 165,741)
Retained earnings (deficit]),
beginning of year 92,453 92,453 -
RETAINED EARNINGS (DEFICIT), END OF YEAR $ 92,453 (8§ 73,288) (& 165,741}

The accompanying notes to financial statements

are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

SEWER FUND
BALANCE SHEETS

February 28, February 28,

2006 2005
ASSETS
CURRENT ASSETS
Due from other funds s - S 5,975
Due from other governmental units 23,058 31,856
Bond proceeds receivable 17¢,503 -

TCTAL CURRENT ASSETS g 139,561 g 37,831

PROPERTY AND EQUIPMENT

Equipment 5 8,480 s 8,480
Accumulated depreciation ( 7,878) | 7,600)
TOTAL PROPERTY AND EQUIPMENT 8 602 $ 880

QTHER ASSETS
Investment in Baraga Village/Keweenaw
Bay Reservation Waste Water Authority $ 5,354,751 § 2,550,604

TOTAL ASSETS S 5,554,914 $ 2,589,315
LIABILITIES AND FUND EQUITY

CURRENT LIABILITIES

Cash overdraft $ 20,500 $ 35,455
Accounts pavable, compensation,
and payrcll taxes 26,992 269
Accrued interest payable 19,568 -
Due to other funds 6,891 6,417
Current maturities on long-term debt 125,000 -
TOTAL CURRENT LIABILITIES 5 198,951 5 42,141

LONG-TERM LIABILITIES
Revenue bonds payable, net of current maturities 2,765,000 -

TOTAL LIABILITIES $ 2,963,951 g 42,141

FUND EQUITY

Contributed capital 5 2,236,986 5 2,358,736
Retained earnings (deficit) -

Unreserved 353,977 188,438

TCTAL FUND EQUITY § 2,590,963 8 2,547,174
TOTAL LIABILITIES AND FUND EQUITY § 5,554,914 $ 2,589,315

The accompanying notes to financial statements
are an integral part of this statement.
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VILTAGE OF BARAGA, MICHIGAN

SEWER FUND

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS

OPERATING REVENUES

QOPERATING EXPENSES

Salaries and wages
Vacation, holiday, and sick pay
Payroll taxes

Retirement plan
Hospitalization insurance
Office supplies and postage
Operating supplies

Repairs and maintenance
Equipment rental

Utilities

Insurance and bonds
Contracted services
Provigion for depreciation
Migcellaneous

TOTAL OPERATING EXPENSES
OPERATING LOSS

NON-OPERATING REVENUES {EXPENSES)

Gain {loss) from investment in Baraga
Village/Keweenaw Bay Reservation
Waste Water Authority

Interest expense on bonds

TOTAL NON-OPERATING REVENUES (EXPENSES)

OTHER FINANCING SOURCES (USES)
Contributed capital

NET INCOME (LOSS)

Add depreciation on property, plant, and equipment

acquired by federal and state grants which reduces
contributed capital

INCREASE (DECREASE) IN RETAINED EARNINGS
Retained earnings, beginning of year
RETAINED EARNINGS, END OF YEAR

The accompanying notes to financial statements
are an integral part of this statement.
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Year Ended
February 28, February 28,
2006 2005
s 130,841 s 124,213
S £5,422 S 58,906

7,074 6,016
4,966 4,506
13,683 12,465
23,474 24,870
149 112
3,827 9,167
3,251 668
- 209
517 -
1,401 1,808
8,564 8,173
278 278
18 -
132,624 8 127,173
(s 1,783) (8 2,966)
(s B4,B60) (S B8,888)
{ 19,568) -
(8 104,428) (8 88,88¢6)
$ 150,000 5 -
$ 43,789 (S 91,852}
121,750 121,750
S 165,539 S 29,898
188,438 158,540
g 353,577 s 188,438




VILLAGE CF BARAGA, MICHIGAN

SEWER FUND
STATEMENT CF REVENUES, EXPENSES, AND
CHANGES IN RETAINED EARNINGS - BUDGET AND ACTUAL
’ For the year ended February 28, 2006

Variance
Favorable
Budget Actual (Unfavorable)
QPERATING REVENUES $ 149,200 $ 130,841 (8 18,359)
CPERATING EXPENSES
Salaries and wages $ €8,000 $ €5,422 $ 2,578
Vacation, heliday, and sick pay - 7,074 ( 7,074}
Payroll taxes 49,000 4,966 44,034
Retirement plan - 13,4683 ( 13,683)
Hospitalization insurance - 23,474 ( 23,474)
Qffice supplies and postage - 149 ( 149)
Operating supplies 12,000 3,827 8,173
Repairs and maintenance 6,000 3,251 2,749
Equipment rental 1,500 - 1,500
Utilities 1,100 517 583
Insurance and bonds 2,500 1,401 1,099
Contracted services 8,000 8,564 { 564}
Provision for depreciation - 278 { 278)
Miscellanecus 1,100 18 1,082
TOTAL OPERATING EXPENSES £ 149,200 S 132,624 S 16,576
OPERATING INCCOME (LOSS) $ - (s 1,783) {3 1,783}
NON-QOPERATING REVENUES (EXPENSES)
Gain {loss) from investments in
Baraga Village/Keweenaw Bay
Regservation Waste Water Authority S - (& 84,860) (8 84,8€0)
Interest expense on bonds - { 19,568) 19,568)
TOTAL NON-QOPERATING REVENUES (EXPENSES) s - ($ 104,428) (% 104,428)
QTHER FINANCING SQURCES (USES)
Contributed capital B - $ 150,000 S 150,000
NET INCOME (LOSS) b - $ 43,789 $ 43,789
Add depreciation on property, plant and
equipment acquired by federal and state
grants which reduces contributed capital - 121,750 121,750
INCREASE (DECREASE) IN RETAINED EARNINGS S - $ 165,539 $ 165,539
Retained earnings, beginning of year 188,438 188,438 -
RETAINED EARNINGS, END QOF YEAR $ 188,438 $ 353,977 8 165,539

The accompanying ncotes teo financial statements
are an integral part of this statement.
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VILLAGE OF BARAGA, MICHIGAN

ELECTRIC FUND
BALANCE SHEETS

ASSETS

CURRENT ASSETS

Cash in bank

Investments

Investment in joint venture
Accounts receivable

Due from other funds

Due from component unit

TOTAL CURRENT ASSETS

PROPERTY, PLANT, AND EQUIPMENT
Property, plant, and equipment
Accumulated depreciation

TOTAL PROPERTY, PLANT, AND EQUIPMENT

OTHER ASSETS
Restricted assets - Cash
Due from other governmental units

TOTAL CTHER ASSETS
TOTAL ASSETS

February 28,

(

February 28,

LIABILITIES AND FUND EQUITY

CURRENT LIARILITIES
Accounts payable, compensation, and payroll taxes
Payable from restricted assets -
customer deposits
Due to other funds

TOTAL LIABRILITIES

FUND EQUITY
Contributed capital
Retained earnings - unreserved

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

The accompanying notes to financial statements
are an integral part of this statement.
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2006 2005
8 878,188 8 £99,814
186,292 181,104
125,479 113,169
18,337 22,913
1,896 7,138
3,000 3,000
$ 1,213,192 $ 1,027,138
$ 1,430,155 $ 1,340,698
956,080} ( 891,640
3 474,075 $ 449,058
) 33,082 g 31,880
84,258 99,385
3 117,350 S 131,275
$ 1,804,617 $ 1,607,471
s 104,961 s 62,041
33,092 31,880
18,934 15,123
S 156,987 3 113,044
g 177,429 $ 208,442
1,470,201 1,285,985
$ 1,647,630 $ 1,494,427
$ 1,804,617 § 1,607,471




VILIAGE OF BARAGA, MICHIGAN

ELECTRIC FUND

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS

CPERATING REVENUES

QPERATING EXPENSES
Salaries and wages
Vacation, holiday, and sick pay
Payroll taxes
Retirement plan
Hospitalization insurance
Power purchased
Office supplies and postage
Operating supplies
Equipment rental
Sales tax
Insurance
Contracted services
Provision for depreciation
Miscellaneous

TOTAL OPERATING EXPENSES
OPERATING INCOME

NON-OPERATING REVENUES
Interest income
Distributions

TCTAL NON-OPERATING REVENUES
INCOME BEFORE CPERATING TRANSFERS

QPERATING TRANSFERS IN (QUT)
Other funds

NET INCOME

Add depreciation on property, plant, and equipment
acgquired by federal and state grants which reduces
contributed capital

INCREASE IN RETAINED EARNINGS
Retained earnings, beginning of year

RETAINED EARNINGS, END OF YEAR

The accompanying notes to financial statements
are an integral part of this statement.

-74-

Year Ended
February 28, February 28,
2006 2005
$ 1,652,659 5 1,523,805
5 55,860 $§ 49,010

4,789 4,072

4,239 3,749

9,263 8,438

15,830 16,835
790,240 874,130

149 123

34,069 7,252
10,237 13,075
26,065 23,751

948 1,225

64,845 37,203
64,440 62,939

402 1,931

$ 1,081,436 $ 1,103,793
S 571,223 3 420,012
$ 24,567 $ 22,816
17,692 14,788

g 42,259 § 37,604
$ 613,482 3 457,616
460,279) {( 404,850)

5 153,203 8§ 52,766
31,013 31,013

$ 184,216 S 83,779
1,285,985 1,202,206

$ 1,470,201 $ 1,285,985



VILLAGE OF BARAGA, MICHIGAN

ELECTRIC FUND

STATEMENT OF REVENUES,
CHANGES IN RETAINED EARNINGS
For the year ended February 28,

OPERATING REVENUES

OPERATING EXPENSES

Salaries and wages
Vacation, holiday, and sick pay
Payroll taxes

Retirement plan
Hospitalization

Power purchased

Office supplies and postage
Operating supplies
Equipment rental

Sales tax

Insurance

Contracted services
Provision for depreciation
Miscellaneous

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NON-OPERATING REVENUES
Interest income
Distributicons

TOTAL NON-OPERATING REVENUES

INCOME {10OSS)
BEFORE OPERATING TRANSFERS

OPERATING TRANSFERS IN (QUT)
NET INCOME (10OSS)

Add depreciation on property, plant, and
equipment acquired by federal and state
grants which reduces contributed capital

INCREASE (DECREASE)
IN RETAINED EARNINGS

Retained earnings, begimming of year

RETAINED EARNINGS, END OF YEAR

EXPENSES, AND
- BUDGET AND ACTUAL

2006
Variance
Favorable
Budget Actual (Unfavorable)
$1,597,900 51,652,659 (s 95,241)
$ 53,600 3 55,860 (s 2,260)
- 4,789 4,789)
37,600 4,239 33,3861
- 9,263 9,263)
- 15,890 15,890)
912,000 790,240 121,760
100 149 { 49}
25,000 34,069 9,069}
12,000 10,237 1,763
24,000 26,065 { 2,065)
3,100 948 2,152
55,000 64,845 9,845)
- 64,440 ( 6£4,440)
77,100 402 76,698
$1,199,500 51,081,436 S 118,064
$ 398,400 $ 571,223 22,823
$ 5,000 8 24,5587 $ 19,567
- 17,692 17,692
8 5,000 s 42,259 s 37,259
$ 403,400 § §&13,482 $ 60,082
( 563,400) 460,273} 33,121
{($ 150,000y $ 153,203 $ 153,203
- 31,013 31,013
($ 150,000) s 184, 21¢ s 184,216
1,285,985 1,285,985 -
$1,135,985 $1,470,201 S 184,216

The accompanying notes to financial statements

are an integral part cof this statement.




VILLAGE OF BARAGA, MICHIGAN

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended February 28, 2006

Federal
Federal Grantor/Pass-through Grantor/ CFDA
Program cr Cluster Title Number
Envircnmental Protection Agency-
Pass-through program from -
State/Drinking Water Revolving Fund -
Capitalization Grant 66.468
U.S. Department of Housing and
Urban Development - Direct Grants
Community Development Block Grant/
States Program 14.228

Total Expenditures of Federal Awards

See accompanying notes to schedule of expenditures of federal awards.
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Pass-thrcugh

Entity
Identifying Federal
Number Expenditures
5233-01 s 573,002
MSC-
204028-PW __ 150,000

$ 723,002



VILLAGE OF BARAGA, MICHIGAN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended February 28, 2006

Federal expenditures represent only the program expenditures that are
eligikle for Federal participation.

This schedule is presented on the modified accrual kasis of accounting,
please refer to Note A of the financial statement notes for other

significant accounting policies.
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JOSEPH M. DAAVETTILA, P.C.
Certified Public Accountant

417 Shelden Avenue, P.O. Box 488
Houghton, Michigan 49931

October 3, 2006

The Honorable President and Members
village of Baraga Council
Baraga, MI 439308

Independent Auditors' Report on Compliance and on Tnternal Control
Over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

We have audited the financial statements of the Village of Baraga, Michigan as of

and for the year ended February 28, 2006, and have issued our report therecn dated
October 3, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Compliance

As part of cobtaining reasonable assurance about whether the Village of Baraga,
Michigan's financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grants,
noncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of cur audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.
However, we noted certain immaterial instances of non- compliance that we have
reported to the management of the Village of Baraga, Michigan, in a separate letter
dated October 3, 2006.

Internal Control Over Financial Reporting

In plamnning and performing our audit, we considered the Village of Baraga,
Michigan’s internal contrcl over financial reporting in order to determine our
auditing procedures for the purpose of expressing our opinion on the general purpose
financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal contrecl over
financial reporting that might be material weaknesses.

A material weakness is a condition in which the design or operaticn of one or more
of the internal control components doesg not reduce to a relatively low level the
risk that migstatements in amcunts that would be material in relation to the general
purpose financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses. However,

we noted other matters involving the internal contrel over financial reporting
reporting, which we have reported to the management of the Village of Baraga,
Michigan in a separate letter dated October 3, 2006.
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This report is intended for the information and use of the Village Council management,
others within the organization, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these

specified parties.

Certified Public Accountant
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JOSEPH M. DAAVETTILA, P.C.
Certified Public Accountant

417 Shelden Avenue, P.O. Box 488
Houghton, Michigan 49931

October 3, 2006

The Honorable President and Members
Village of Baraga Council
Baraga, MI 49908

Report an Compliance With Requirements Applicable
to Each Major Program and on Internal Control
Over Compliance in Accordance With OMB Circular A-133

Compliance

We have audited the campliance of the Village of Baraga, Michigan with the types

of compliance requirements described in the U.S. Office of Management and Budget
{OMB)} Circular A-133 Compliance Supplement that are applicable to its major federal
program for the year ended February 28, 2006. The Village of Baraga, Michigan's major
federal program is identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to its major
federal program is the responsibility of the Village of Baraga, Michigan's
management. Our responsibility is to express an opinion on the Village of Baragda,
Michigan's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; an OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reascnable assurance about whether noncompliance with

the types of compliance reguirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about the Village of Baraga, Michigan's compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.
our audit does not provide a legal determination of the Village of Baraga, Michigan's
compliance with those requirements.

In our opinion, the Village of Baraga, Michigan, complied, in all material respects,

with the requirements referred to above that are applicable to each of its major
federal programs for the year ended February 28, 200s.
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Internal Control Over Compliance

The management of the Village of Baraga, Michigan is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts, and grants applicable to federal programs. In planning and
performing our audit, we considered the Village of Baraga, Michigan's internal control
over compliance with requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose
of expressing our opinion on compliance and to test and report on the internal control
over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily
disclose all matters in the internal control that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk
that noncompliance with applicable reguirements of laws, regulations, contracts, and
grants that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. We noted no matters invelving the internal
control over compliance and its operation that we consider to be material weaknesses.

This report is intended sclely for the information and use of the Village Council,

management, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

\'\MQ v

Certified Public Accountant
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VILLAGE OF BARAGA, MICHIGAN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended February 28, 2006

Section I - Summary cof Auditor's Results

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:
Material weakness (es) ldentified?

Reportable condition (s) identified that are
not considered to be material weakness (es)?

Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major programs:

Material weakness (es) identified?

Reportable condition {s) identified that are
not considered to be material weakness (es)?

Type of auditor's report issued on
compliance for major programs:

Any audit findings disclosed that are
required to be reported in accordance with
Section 510 f{a}) of Circular A-1337
Identification of major programs:

CFDA Number
66.468

Dollars threshold used to distinguish
between Type A and Type B programs:

Auditee qualified as low-risk auditee?

Section II - Financial Statement Findings
None

Uncualified
Yes X No
Yes X None reported
Yes X No
Yes X No
Yes X None reported
Uncualified

Yes X No

Name of
Federal Program or Cluster
Capitalization Grants for
Drinking Water State
Revolving Funds

$300,000

Yes X No

Section IIT - Federal Award - Findings and Questioned Costs

None



JOSEPH M. DAAVETTILA, P.C.
Certified Public Accountant

417 Shelden Avenue, P.O. Box 488
Houghton, Michigan 49931

October 3, 2006

The Honorable President and Members
Village of Baraga Council
Baraga, MI 49508

MANAGEMENT LETTER

In connection with our audit of the financial statements of the Village of Baraga,
Michigan for the year ended February 28, 2006, the following comments and
recommendations concerning accounting procedures and controls in effect in the Village
are presented for your consideraticn.

The following comments have appeared in previous years' reports.

1. Cash receiving, depositing, and disbursing functions are all performed
by persons having access to accounting records. Ideally, persons handling
cash should have no access to accounting records. Also, bank reconciliations
are prepared by the same person writing and recording checks. Management has
determined that due to the limited size of its staff, it is inefficient and
impractical to segregate these duties at this time,

2. We note an improvement in budget discipline - expenditures and transfers out
exceeded appropriations in only one fund. We urge the Council to continue
to aveid excess spending by comparing expenditures and budgets throughout the
year. In some instances, it may be necessary to decrease budgeted expenditures
to match decreases in anticipated revenues in order to continue to achieve a
balanced budget.

3. As of February 28, 2006, there was a deficit in the fund balance/net assets
of the Water Fund. We noted that management has implemented a series of steps
to eliminate this situation. We sgtrongly urge the Council to continue to
monitor the activity in the Water Fund to ensure that measures which have
been taken are adegquate to correct the problem in a timely manner.

These conditions were considered in determining the nature, timing, and extent
of the audit tests to be applied in our audit of the February 28, 2006 financial
statements, and this report does not affect our report on financial statements
dated October 3 , 2006.

This report is intended solely for the use of management and should not be used

for any other purpose. The comments contained herein are submitted as constructive
suggestions to assist the Village in strengthening contrcls and procedures, and
are not intended to reflect upon the honesty or the integrity of any employee.

We would be happy to discuss any of the comments in this report, and would like to
thank the officials and employees of the Village for the courtesy and cooperation
shown us during our audit.

Very truly yours,

MOy,

Certified Public Accountant




